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NOTICE TO READERS 


The printers’ unions are demanding an increase in wages Oct. 1 
which would advance printing costs nearly 60%. Publishers 
have long been suffering under a tremendous increase in the 
cost of paper as well as previous large advances in wages, and 
to grant these new demands would compel a very sharp increase 
in subscription rates. The publishers’ association has decided 
that the unions’ demands are unreasonable and that it is impos- 
sible to meet them. The Magazine of Wall Street will make 
every effort to place coming issues in the hands of its readers 
at the usual dates, but in case of delay readers will understand 
that it is due to the strike situation. 


THE OUTLOOK 


Labor—The Resusitation of Europe—Better Outlook tor the Rails— 
Steel Strike a Temporary Influence—The 
Market Prospect 
HE markets are contemplating labor unrest, railroad uncertainties and delays ia the 
financing of our foreign trade with a good deal of fortitude. Liberty bonds are 
stronger, industrial stocks are in general well maintained, railroad stocks are show- 
ing only small fluctuations, and although corporation bonds are drifting slowly downward, 
their price changes are so trifling as hardly to merit serious consideration. 
Special articles in this issue discuss the prospects for Liberty bonds and for the 
money market. 











+ + 


HE fact is well known that strikes are most numerous after 

The Labor a period of great prosperity. Cost of living rises before 

Situation wages rise. There is then a legitimate reason for higher wages. 

Later on, wages catch up with the cost of living. But by that 

time workmen have become so impressed by the large profits of their employers—made 

possible by rising prices—that they are very determined in their demands for a greater 
share in the product of industry. 

The present period is no exception to this general rule. On the contrary, the ten- 
dency to strike is all the stronger because of the tremendous war rise in all prices—in 
spite of the fact that in most industries where strikes are occurring the rise in wages has 
now caught up with the cost of living, if rent and all incidental expenses be included. 

Workmen can hardly be blamed for trying to get the highest possible wage, just as 
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the employer tries to get the best possible profit. In cases where no breach of contract is 
involved, harsh criticism of striking workmen is unjustified. Human nature is everywhere 
the same. We want all we can get. 

But at a time when capital costs more than usual, and when the uncertainties of busi- 
ness are greater than usual, the employer cannot afford in addition to turn over to his 
employees a larger share of the product of the industry. Therefore the rise in wages can- 
not extend beyond the average rise in prices. 

In selecting the steel industry for the crucial test, the labor organizations have made 
a tactical error, for in that industry wages have risen considerably more than the cost of 
living, and that fact is well known to the thinking part of the public. For that reason, 
the manufacturers are warranted in taking a firm position against any further advance in 
wages at this time, or against other concessions which would be equivalent to higher wages 
for the same work. And for that reason also the unions will meet serious obstacles in 
their effort to unionize the steel industry. 

If, as now seems probable, the steel strike proves unsuccessful, the general effect 
will be in the direction of quieter labor conditions throughout other industries also. Such 
an outcome would greatly contribute to our prosperity, for above all things what is now 
urgently needed is increased production. ‘That is the only safe road to a lower cost of 
living without wage reductions. 

* 8 # 
T current rates of foreign exchange at New York, Ameri- 

European and cans can buy English money at 86 per cent. of its face 

American Trade value, French money at 58 per cent., Belgian at 53 per cent., 

Italian at 47 per cent. and German at |6 per cent. 

It is evident that the American investor who believes in the rapid recuperation of any 
of these countries can readily participate in it by the simple process of buying foreign 
money. It is equally clear that he can buy the securities of these countries at the same 
fractions of their European market value as mentioned above; for that value is figured in 
the foreign money which is now obtainable at the above reductions. 

Under such conditions there is naturally a great deal of speculative buying of foreign 
exchange. In that case, however, the owner of the money will get no interest return on 
his investment. His only return will be whatever profit he may be able to get through 
the recovery of exchange rates. But when he buys foreign interest-bearing securities, he 
gets the current interest paid by those securities, and also has the same opportunity to profit 
by whatever recovery may occur in exchange rates. A number of such foreign securities 
are readily available for the purpose. And under the facilities proposed by the Edge 
and Platt bills, a large volume of foreign securities would become indirectly available 
for investment here. 

Moreover, the activity of our industries is intimately bound up with European con- 
ditions. American industry has become adjusted to a large volume of exports. A sharp 
falling off in such exports would necessarily decrease the demand upon which industry is 
now in part depending. For the immediate future, Europe needs large exports from us. 
and will undoubtedly take them if payment can be arranged on credit or in the form of 
securities. But the sooner- European production gets back to normal, the sooner this 
pressing demand for our goods will wane. 

* 8 # 
UROPEAN nations fully realize the urgent necessity of 
Return of Europe producing their own goods, or else producing something 
to Normal which can be exchanged for the goods which are more easily 
produced elsewhere. England, France and Italy are all taking 
measures to discourage imports by tariff and other regulations. 

In fact, the discount on foreign money here is in itself a very powerful discourager 
of imports into Europe. Germany, in buying goods from us, would have to give more 
than the normal equivalent of six dollars for one dollar's worth of goods. Even England 
has to pay $1.16 for $1 in American merchandise. 

Under such conditions Europe must soon become self-supporting through the pres- 
sure of stern necessity. Few persons in France, for example, can afford to pay $1.73 
for a dollar’s worth of our goods, in addition to transportation charges. 
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We must fully realize, therefore, that the European demand for our merchandise 
which is likely to come forward through the operation of the Edge and Platt bills will be 
of a temporary character. As soon as possible, Europe must build up an export trade 
of its own, as a means of paying its large indebtedness to America. 

It js a peculiar fact that Germany, whose money is now worth only 16 cents on the 
dollar here, is in many ways in a better position for the resumption of industrial operations 
than other European belligerents. The Germans fought the war almost entirely on foreign 
soil, and shrewdly threw up the sponge before their country was seriously invaded. Their 
factories are undamaged, and aside from some scarcity of certain materials, they are in 
shape to resume production promptly. They are by nature a plodding, industrious people. 
Hope springs eternal, and their despair over the outcome of the war will soon pass. They 
must work to live, and they must export to prosper. Unless Germany is to disintegrate 
into Bolshevism, which seems very unlikely, a discount of 84 per cent. on Germany money 
here seems extreme, even allowing for the tremendous expansion of their paper currency 
and the small amount of gold left in their control. 

* 8 #8 
HE. outlook for railroad regislation is now beginning to 
Better Outlook take form. The Plumb bill has little or no chance of 
for the Rails becoming law. The Cummins bill, modified and amended, 
seems most likely to pass. If it does not pass, then some other 
bill along similar lines will probably be worked out. 

The adoption of any of the plans under consideration should help the prices of 
railroad stocks. A\ll these plans provide for a “fair return” on capital actually invested. 
The amount of capital invested can be determined only by appraisals or estimates, and 
the several appraisals already made by the Bureau of Valuations indicate plainly that a 
“*fair return’’ would place most common stocks in a stronger position than they now occupy 
as reflected by their current prices. 

It is evident that the stocks most benefited would be those of roads whose earnings 
have been small in comparison with their invested capital—in other words, the second and 
third grade railroad stocks. 

The Cummins bill as it now stands provides that an excess in the earnings of any 
road above a “fair return’ shail go to the Railway Transportation Board, one-half to 
be used for equipment and the other half for the aid and benefit of employees in various 
ways. ‘This is manifestly unfair to roads which have built up large earnings through 
efficient management, and would remove the incentive to further efforts in that direction. 
It is certainly to be hoped that whatever bill is passed may permit the well managed road 
to earn more than the poorly managed road. 

Since railroad stocks generally are now selling close to panic levels, investors who 
have them should certainly not allow themselves to become discouraged into sacrificing 
their holdings, and moderate purchases of stocks having large asset values behind them 
compared to present prices are reasonably warranted, although they would of course 
involve a considerable element of speculation. 

* 8 #& 
SIDE from the chaotic labor situation, the general condi- 
The Market tions affecting the markets are assuming a more favorable 
Prospect aspect. Slowly but surely, the railroad problem is being worked 
out. Progress has been made toward the financing of foreign 
trade. Industry is very active, and there is no present scarcity of money or credit. The 
public has money and is still anxious to participate in rising prices. 

Liberty bonds are already improving and corporation bonds and preferred stocks 
are at bargain levels, from which any further decline must be trifling. The bull market 
in industrials has been in progress one year and nine months, counting from the semi-panic 
of December, 1917. Industrial prices are not low and caution should be exercised in 
buying these issues on sharp advantes; yet the probabilities favor a further advegce in 
many stocks. 

As this is written, the steel stocks have been depressed by the strike prospect, and 
with any favorable turn in this situation they should advance sharply. Such a movement 
would influence many other issues also. 


Monday, September 22, 1919. 
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Good Roads Are Being Built Throughout The United States 


Wall Street Points of Contact 


On a 12,000 Mile Trip to Alaska and the Coast 
By RICHARD D. WYCKOFF 


AST June I sez to myself, “Seems to 
L me the staff can run this magazine 
long enough to let me take a run 


around the country and see what’s going 
on, for those who stay too long in one spot 


grow narrow in their perspective.” So I 
hopped on a train and set sail for the Ca- 
nadian Rockies, Alaska and the Coast. 

On the long western swing it looked to 
me as though the farmers had forgotten 
there were such things as corn and oats. 
Seemed as if they had put their front lawns 
into wheat. Thousands of acres were 
bulging with it and the result is found in 
the Government crop reports published 
since. 

Take that trip to Banff and Lake Louise 
as soon and as often as you can. As de- 
scribed by a better pen than mine, you 
travel “over the sea of golden wheat, the 
snow-capped peaks of the Rockies standing 
out on the horizon a hundred miles away as 
the train glides forward along its path of 
steel. Above them are the great piling 
clouds or the vast blue dome of sky—every- 
thing on a scale which makes the giant of 
the fairy tale seem puny.” 

At these two splendid resorts you meet a 
lot of interesting people, for no one thinks 
of running through the western part of the 
Dominion without stopping off there for at 
least a day or two. The vice-president of 
the Studebaker Company dropped in on his 
way to the Far East, where he aimed to 
establish new agencies for the big automo- 
bile eompany. And I was reminded that at 


times we lose sight of the fact that the name 
Studebaker originally meant “wagons.” It 
still means wagons, but we in the East don’t 
hear much about that end of the business. 
His prediction of forty dollars per share 
earnings arid a two hundred dollar market 
price for the stock has been partly borne 
out by the company’s report published since 


Pertaining to Tires 

Mr. J. Lieftnick, public prosecutor of 
Batavia, was also a visitor at Banff. While 
we were endeavoring to snare the elusive 
trout from Lake Minnewaska, he gave me 
some very interesting points about the rub- 
ber plantations in Sumatra. In today’s 
New York papers I notice a full page ad- 
vertisement of U. S. Rubber Co., giving 
illustrations of its rubber trees in Sumatra 
and stating that the “U. S.” is the only com- 
pany raising rubber on such a large scale. 
While this is undoubtedly true, Mr. Lieft- 
nick, who, like myself, is a Hollander (if 
you go back far enough), says that all the 
big companies like Goodrich, Goodyear and 
others have their own plantations in 
Sumatra. 

Down in Phoenix, Arizona, we passed 
great cotton fields, grown on what was for- 
merly desert, now irrigated by water from 
the Roosevelt dam—not the little low cot- 
ton plants that you see in the South, but 
great, tall ones with rich, green leaves and 
blossoms bigger than poppies. Many of 
these acres are owned by the Goodrich 
Company, which is growing its own Toug 
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fiber cotton for use in its fabrics and cord 
tires. And in Los Angeles the same com- 
pany is erecting a great plant for truck 
tires, which require quantities of zinc oxide 
(Butte and Superior and other stockholders 
of zinc properties will please sit up). 

Four days North from Vancouver by 
steamer puts you into the fringe of Alaska 
—I say “fringe” because it is such a vast 
territory that we provincial Manhattan 
Islanders cannot begin to grasp its extent 
by looking at the map. Juneau is the seat 
of government in Alaska, which is the step- 
child of Washington and very much needs, 
as Vesta Tilley would say, “a permanent 
papa.” If the Government would stop 
sending junketing parties from the National 


Capital and put the job into the hands of. 


one man bi and broad enough to ascertain 
Alaska’s needs, and who could then go to 
Washington and not only demand but se- 
cure them, this immense territory which we 
acquired from Russia would begin to make 
some of our states hustle to keep up. 

One industry which looms very large in 
the Alaskan outlook is pulp and paper. 
Thousands of square miles of islands cov- 
ered with spruce and other paper-making 
timber lie surrounded by navigable waters 
that, owing to the Japanese current, are un- 
frozen in the winter. I learned that the way 
is already paved for a development of this 
industry on a large scale, and when this 
time comes it is rumored in Juneau that the 
Alaska Gold Mines Co., which has a world 
of unused power in its two big hydro-elec- 
tric plants, will furnish a slice of the power 
that is required. 


Alaska Gold Mines Co. 


And speaking of Alaska Gold, which be- 
gan its career at an underwriting price of 
$5, soared to $40 and then declined to $1, 
stockholders should not be discouraged, 
much less the bondholders. Hayden-Stone- 
Jackling brains and capital that constructed 
this wonderful plant at an expenditure of 
eight million dollars, which would mean at 
least twelve to fifteen million dollars if 
erected now, are not the kind that ever say 
die. 

I believe the public made a great deal of 
money out of Alaska Gold Mines Company, 
but of course the profits were gleaned by 
those who rode it up to $40. Taking the 
debentures, A and B, at their present prices 
of about 23, their total market price repre- 
sents but a fraction of the value of the 
property behind them, and while Jackling 
may not have made his “imbecile child” 
(as he calls it) pay up to now, he and 
Charles Hayden will undoubtedly figure out 


a way in which the company can be made 
to pay even though the mine does not under 
present difficult conditions. 

Money should be made by those who pur- 
chase these debentures and hold them. And 
while it seems a far cry to a better market 
for the stock, I would buy one hundred 
shares of it for each ten thousand dollars in 
bonds. This will add very little to the cost 
of the bonds, and there are possibilities in 
the combination. I cannot say as much for 
Alaska Juneau and suggest that those who 
hold it exchange for Alaska Gold Mines. 


Movie Matters 


Just outside Los Angeles there is an oil 
field where derricks are almost as thick and 
as regularly set as stalks in a corn field, 
Close by was recently unearthed a subter- 
ranean asphalt lake in which the remains 
of pre-historic animals, birds and fishes 
were found in a good state of preservation. 
Not far away is the Charles Chaplin studio, 
the front of which looks like a row of neat, 
one-story brick houses. The studio is not 
the most pretentious in town, by any 
means, but it is very beautifully laid out 
and contains, among other features, a white 
enameled brick swimming pool, in which 
Charley did his famous “Shoulder Arms” 
film. A cement walk runs toward the pool 
and Chaplin has” immortalized himself 
by walking thereon while the cement 
was still soft, leaving impressions of those 
big, flat-footed, duck-toed feet of his for 
future generations of “movie fans” to come 
and worship. 

Chaplin’s secretary, Mr: Harrington, has 
charge of Charley’s investments, and if you 
will ask him what guides him, he will tell 
you that he reads THE MaGazINE oF WALL 
StrEET from cover to cover. Chaplin’s idea 
of bonds as investments recently came to 
light in a conversation of his in which he 
said, pointing to the body of a sheaf of 
bonds—“That is what I earn, and (pointing 
to the sheets of coupons) these are what 
they give me.” 

We see much in the movies. But you 
may look at miles of films without observing 
what an important effect this industry has 
on the consumption of silver. An authority 
tells me that the present consumption in the 
film industry is at the rate of five million 
ounces per annum and increasing steadily. 
In fact, it has about doubled since the end 
of the war. This means American con- 
sumption only. Add to it that of the rest of 
the world, and we find a big slice of the 
American silver production being consumed 
in a way that our grandfathers never 
dreamed of. 
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Unele Sam is deeply interested in~ his 
National Parks, of which he now has a big 
string, or rather, circle, and it will not be 
long before one will be able to swing 
around over a continuous highway covering 
many hundreds of miles of roads built so 
they don’t blow over the fence but stay 
down, and where automobiling is a pleasure. 
All through the United States one can see 
the evidences of road building formerly 
held back by the war but now being pushed 
forward vigorously. 

And that reminds me of a little stock 
known as American Road Machinery which 
sold down into the single figures during the 
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ness—plants are way behind im deliveries. 
Ford is making three thousand “flivvers” a 
day and selling four thousand a day. Gen- 
eral Motors has torn down a whole block 
of residences and apartments and has steam 
shovels at work scooping out for the founda- 
tions of its twenty story building on the 
Boulevard. This edifice will house on the 
ground floor the showrooms of General 
Motors’ subsidiaries and on the upper nine- 
teen floors their offices. It will be a monu- 
ment to the constructive genius of Durant 
and Du Pont. 

This General Motors enterprise looms up 
as one of the country’s biggest, and when 


Ore Mill of Alaska Gold Mines Company at Thane 


war, then rose to above sixty when it be- 
came known what was going on. Predic- 
tions of very high prices were emanating 
from important houses some months ago 
but since then buyers have been severely 
criticising those who talked so bullishly. 
A market quotation of 25 bid, offered at 40, 
indicated to me that somebody had most of 
the stock and was trying to secure the re- 
mainder. No wonder. It is earning $40 a 
share. 

Detroit is seething with automobile busi- 


the company requires more funds for ex- 
pansion, it finds a lot of people who are 
willing to buy a 6 per cent. debenture stock, 
while the common stockholders benefit by 
the earnings in excess of that amount. 


This is no mean percentage. The time is 
coming, however, when all expansion proj- 
ects will probably be financed out of net 
earnings, and it would not surprise those 
who know to see General Motors eventually 
repeat its war time performance which 
startled even the old-timers in Wall Street. 





UNIVERSITY CLASSES IN WALL STREET 


Entering on its sixth year the Wall Street 
Division of New York University announces a 
comprehensive program of thirty-one courses 
devoted to financial, commercial, and general 
business affairs. The success attained in in- 
tiating university classes in Wall street and the 
interest and co-operation with which the street, 
the export, the shipping and mercantile com- 

nies responded have made possible a unique 
form of educational service. 


In addition to a group of courses dealing 
with banking and financial subjects, the Uni- 
versity with the aid of the export, shipping and 
allied interests has established a number of 
courses including Foreign Trade, wen Trans- 
portation, Marine Insurance, Far Eastern and 
South American trade problems and oppor- 
tunities, commercial Spanish and conversational 
Chinese, which last is a new undertaking in 
New York. 
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Six “Oil Rails 
Prospects of Six Leading Railroads Which Have Been Mentioned in 


Connection with Oil—Some Popular Misunderstandings Corrected 
By MAX GOLDSTEIN 


HE attitude of the average man in the 
Street toward the so-called oil rails has 
amounted briefly to this: 

“Most railroads, as such, have been in a 
bad way in the last few years, and may or 
may not make a better showing when Con- 
gress finishes its new railroad policy. Here 
are some railroads which seem to have a 
new source of income, in a business which 
has made many great fortunes (which have 
received the full glare of publicity) and 
innumerable failures (which are seldom 
heard of). Hence if these railroads can 
add this immensely profitable oil business 
to the somewhat discredited enterprise of 
railroading, they should be bought.” 

There was a series of successive booms 
in one railroad after the other, as stories of 
oil possibilities leaked out. Some of these 
were justified by the facts; others were 
just as hazardous as any wild-cat oil pro- 
motion. In the shuffle the real investment 
values of the securities of many railroads 
operating purely as railroads were lost, and 
some perfectly respectable, even aristo- 
cratic railroad stocks declined while their 
doubtful speculative brethren soared im- 
pressively. 

NorTHERN PaciFic. This railroad, like 
many another intrinsically good road, failed 
to earn its Federal compensation last year, 
but missed by a fairly close margin, earn- 
ing $28,209,000 as against the standard re- 
turn of $30,057,000. On this basis it earned 
$8.11 a share, compared with $11.89 in 
1917, and a dividend requirement of 7 per 
cent. It is well recognized, however, that 
earnings under Federal operation are not a 
fair criterion of the true earning power of 
a railroad. The most recent earnings fig- 
ures available for this year show an in- 
crease in net income which, if kept up, will 
bring it at least up to last year’s mark. 

The gross and net revenues of the com- 
pany last year were the greatest in its his- 
tory, with a 20 per cent. increase in freight 
and such an increase in passenger traffic 
that the trains had to be enlarged and over- 
land trains run in two sections. The road 
is said to have an unusually small operat- 
ing ratio, considering the universal rise in 
costs. The one weak spot is the company’s 
lack of working capital. According to lat- 
est figures it had cash on hand Dec. 31, 
1918, $407,231, compared with $13,490,800 
in 1917 and $23,245,220 the year before. 
This is accounted for by an item of $25- 


535,237 due from the Government under 
the contract and $19,066,652 for various 
corporate expenditures on additions and 
betterments. One of the great assets of the 
company is its equity in Burlington, which 
it shares with Great Northern, and which 
is part of its investment account of close 
to $180,000,000. As an operating property 
the company is well thought of, particularly 
with the general improvement in the rail- 
road situation which is expected to come 
with the adoption of definite legislation by 
Congress. 

The “oil boom” in this road simmers 
down to the announcement that much pros- 
pecting is being done in the company’s huge 
land holdings in the states of Washington 
and Montana, amounting to 2,675,675 acres 
in the latter state and 1,486,369 in the 
former. Since the Northwest is the latest 
in oil fields, much has been made in cer- 
tain quarters of the “possibilities’—that 
delightful, irresponsible word “possibili- 
ties” !—of the company’s properties there. 
The company itself does not take them 
very seriously, and is not leasing any im- 
portant acreage for oil-drilling purposes. 

So great has been the inquiry by outsiders 
as to the company’s oil holdings, however, 
that it has been found worth while to draw 
up a standard form of contract for the 
would-be prospectors, permitting them to 
drill on stated parts of the company’s land 
for a specific period of time, usually a year, 
and if they find oil they have an option 
for leasing that territory, the company to 
received a stated royalty. The leases that 
the company has signed, an official says, 
could be counted on the fingers. 

Independently of its oil possibilities, 
Northern Pacific can stand on its merits as 
an operating railroad, which the present 
price does not discount. At 86 it is close 
to its record low for the year, and indeed 
since 1900. The point to be noticed is that 
it is maintaining the same dividends as it 
did when it sold at 130, and the increase in 
average income yields does not fully ex- 
plain the disparity. The stock at its present 
price is to be considered a buy, oil or no 
oil. 

St. Paut, on the other hand, has short- 
comings from the operating point of view 
that have been silenced with the magic 
name of oil. Its record last year was ex- 
ceptionally poor, as it earned $3,643,000 on 
a guaranteed return of $27,154,000. The 
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reason for this is given as increased main- 
tenance expenditures and a heavy invest- 
ment in the Puget Sound Extension, which 
so far has not added to the operating effi- 
ciency of the road, though it taps the rich- 
est cities of the Northwest, including 
Seattle, Spokane and Tacoma. 

Its earnings so far this year show a 
deficit, though operating expenses are ex- 
pected to decrease materially when the com- 
pany finishes work now being done to elec- 
trify nearly half of the trackage. A good 
deal of the company’s resources are in the 
form of investments in other railroads, 
nearly $650,000,000 worth, whose income 
value depends on pending legislation, and 
is thus highly problematical. The divi- 


dends which the company persisted in pay- 
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ment has been formulated by the railroad 
nor will one be until more convincing 
proofs of oil in commercial quantities are 
shown. 

The stock has been showing good 
strength in the market on the basis of these 
reports, but one is inclined to think they 
have been somewhat overvalued. The oper- 
ating difficulties of the road, the poor finan- 
cial position of the common, and the neces- 
sity of conserving cash as shown by the 
passing of the dividends on both common 
and preferred should make the investor 
pause before he lets himself be swept off 
his feet by indiscriminate enthusiasm for 
anything that has the odor of oil attached. 
St. Paul may make good on the long pull, 
but its operating record is against it so far 








View of a portion of the town of Ranger, showing a few of the many oil derricks that dot 
the landscape. 


ing in spite of diminishing earnings have 
now been eliminated. The $117,406,000 of 
common stock is in a poor position, strate- 
gically, to benefit from whatever favorable 
developments do take place, as it is pre- 
ceded by $381,961,255 of bonds and $115,- 
845,800 of 7 per cent. preferred, which is 
non-cumulative but shares pro rata with the 
common on dividend payments in excess of 
7 per cent. on the latter. 

The oil boom originated in July, when it 
was reported that oil had been found on the 
company’s land in Washington, where it 
owns 32,000 acres. Drilling has been done 
by Standard Oil of California in this dis- 
trict and by independent companies, but no 
great doings have been reported as yet. 
President Calkins of the road overruled the 
traditional secretiveness of railroad officials 
as to unproven developments by issuing an 
optimistic statement as to the oil prospects 
of his company. It is said that the oil of 
that district is of a high grade, close to that 
of Pennsylvania, but no policy of develop- 


and as far as oil is concerned it is as wild 
a risk as any other oil speculation. 

ATcHIsON, TopeKA & Santa FE has 
been unusually successful as an operating 
railroad, and its oil production is not a 
product of a recent boom, but a long- 
established part of the resources of the 
company. It was one of the few roads 
that actually made money for the Gov- 
ernment under the terms of its com- 
pensation contract, earning from its rail- 
road business $10.51 a share on the com- 
mon, as compared with $10 received from 
the Government. This figure is a decline 
from previous earnings, which amounted 
to $14.51 in 1917 and $12.30 in 1916, and 
for the past ten years have averaged be- 
tween $2 and $3 a share above the divi- 
dend requirements of $6. By keeping its 
dividend stationary it has accumulated a 
heavy surplus, nearly $68,000,000 since 
1912. 

Atchison’s good earnings indicate a high 
operating efficiency, partly due to an in- 
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creasing trainload, ana to some extent to 
its extensive use of oil as a fuel on its 
locomotives, a fair proportion of the oil 
used being supplied from the -eompany’s 
own wells, thus furthen lessening the cost. 

This brings us -to the question of the 
company’s: vil resources, estimated at the 
end ot 1918 at 7,445 acres owned and 14,- 
823 leased, throughout California and Okla- 
homa, as well as some old workings in the 
Saratoga field of Texas, near Beaumont. 
At that time 499 wells were producing and 
19 were being drilled. In 1917 a total of 
4,830,445 barrels was produced, and since 
the company’s operation of them produc- 
tion has amounted to 45,027,544 barrels. It 
is interesting to note that Atchison used to 
buy its oil years ago, before it developed 
its oil fields. The company’s own consump- 
tion in 1917 amounted to 10,966,024 bar- 
rels, so it will be seen that the railroad 
will prove to be its own best customer, 
even if it should more than double its pro- 
duction. 

Atchison cannot, therefore, be considered 
as oil producer in the commercial sense of 
the term, but of course the more oil it pro- 
duces the less it will have to buy from the 
outside. 

The price of the stock has declined some- 
what from some of the records established 
this year, and at a late quotation of 91 it 
yields about 6.60 per cent. In view of its 
good earning power, as shown even under 
the severe stress of the last two years, it 
is surely entitled to sell at this price, con- 
sidering that it sold easily at 125 when it 
was paying one-half per cent. less. It is 
by no means impossible that the stock- 
holders may benefit additionally from the 
great earning power and equities of the 
road, and at the very least they have noth- 
ing to fear from a restoration to private 
ownership, while they stand to gain con- 
siderably should the sort of legislation 
which other railroads need to keep alive 
apply also to Atchison, which is getting on 
comfortably. In addition, the future looks 
all the brighter because of the extensions 
which the road is making to its lines 
through the rich districts of the San Joa- 
quin valley of California and the oil dis- 
tricts of Texas, where the center of activi- 
ties is Fort Worth. 

Texas & Paciric was one of the earliest 
to feel the stimulation of oil news, oil hav- 
ing apparently the same effect on a sick 
railroad as alcohol on a weakened man. 
The Ranger boom early this year called 
attention to the fact that the Texas & 
Pacific lines pass through the heart of 
this region, although there had been talk of 


1009 


oil in Texas & Pacific territory as far 
back as last November. The total acreage 
held in producing territory amounts to 
about 930 acres, on which the major drill- 
ing operation to date has been a dry hole 
finally given up at a depth of about 3,300 
feet. 

The drilling for the company is being 
done by the Texas & Pacific Coal, Oil & 
Gas Co., which is now said to be doing fur- 
ther development work. The oil develop- 
ments of the Texas & Pacific, therefore, 
must be said to be still in the “prospect” 
stage, where an ordinary oil company 
would not be given much consideration 
marketwise. 

The effect of the early news on Texas 
& Pacific prices was to shoot them up to 
record levels in the history of the road, 
though it is under a receivership and has 
not paid dividends since 1908. Since 
that time the price has oscillated around 17 
or 18, with a high of 401-2 in 1909 and a 
low of 61-2 in 1916. The oil enthusiasm 
carried it up to 701-2 in July before the 
announcement came of the failure of the 
first big drilling operation, and the stock 
has suffered somewhat of a setback, at the 
time of writing being about 51. 

On its straight operating merits the road 
would scarcely have been so highly esti- 
mated, as it earned $1.15 a share on its 
stock last year with a Federal rental of 
$4,107,432, which it failed to earn by $400,- 
568. Had it not been for the Federal guar- 
antee, it would have earned 12 cents a 
share. Bonds outstanding amount to $56,- 
145,000, while the stock issue totals $38,- 
763,810. Earnings for past years showed 
one bright spot, in 1917, when $7.75 per 
share was earned on the common. For 
1916 the earnings were $5.77, the year be- 
fore $2.71. In 1915 a deficit was reported; 
$0.63 was earned in 1914, and during the 
two years before that the road was run at 
a loss. 

A big improvement in traffic is expected 
from the activity of the oil fields in Texas, 
which has already begun to show its influ- 
ence in the checking of the operating 
deficit which had begun to accumulate early 
in the year. May and June showed im- 
provements in net income, and at present 
income is running at the rate of about 
$6,000,000 a year, which is better than last 
year’s figures. At a rough estimate, this 
should mean about $6.40 a share on the 
common for 1919. The company will have 
a long way to go before it can get to a 
dividend-paying basis, because it has not 
been able to build up a surplus of any im- 
portance with its poor past earnings. 





ca 


PIL eg Pe 4 Oe whe: ah 





oe wneee + 








THE MAGAZINE OF WALL STREET 





P"-1919-PRICE- ‘RANGES: 


F 
125 Jan. Feb. Mar. 


100 
15 
5 
$0 
25 


NORTHERN PaciFic 


&SantaFe 


Texas & Paciric 


Wueeunc & Lane Brut 











Where the company will benefit from the 
soli boom is in the appreciation of its prop- 
erty holdings in the town of Ranger, whicl: 
are eStimated at about 4o per cent. of th 
town Jot acreage, and in the increased busi- 
ness which it will @e in the oil territory 
But this is a long way. from the enthusiast: 
statement reported to have been made by : 
official of the road to the effect that the oi 
holdings of Texas & Pacific would be able 
to lift the receivership. Although a good 
deal of the speculative enthusiasm for the 
road, which incidentally is said to have been 
well worked up by a pool of manipulators 
has passed away, at current levels of about 
51 it is still highly speculative, and barring 
the discovery of oil in. great quantities o1 
its limited acreage should return to its 
former levels. 

Missourr Paciric might be mentioned 
briefly in this connection, as its stock rose 
with Texas & Pacific, because of its large 
ownership of the stock of the latter, and 
declined after the subsiding of the boom in 
much the same way. 

WHEELING & Lake ERIE also enjoyed a 
recent boom on the strength of alleged oi 
holdings. It is a reorganization of a reor 
ganization, the Wheeling & Lake Erie 
R. R. Co., which it succeeded in 1916, being 
the successor of the old Wheeling & Lake 
Erie Railway. The total bonded. debt at 
present amounts to $21,500,000 or so, while 
there is a whole hierarchy of 6 per cent. 
convertible non-cumulative preferred to the 
amount of $10,209,967, prior preference 
cumulative convertible stock totaling $11,- 
882,600, and common stock amounting t 
$33,506,309. 

Earnings on this capitalization have been 
very meager, the Federal compensation 
awarded being $1,586,037, or about 41-4 
per cent. on the prior lien stock. Net oper- 
ating income for last year was $1,048,583. 
of about 66 per cent. of the rental. This 
year earnings have been decidedly better 
since May, at present figures indicating 
about $2,000,000 as operating income for the 
year. Even this would scarcely permit of 
dividend payments with any degree of con 
servatism. 

The basis for a boom in these stocks was 
laid in reports that drilling was to be car- 
ried on in the company’s properties in Ohio, 
Kentucky and nearby states. It was stated 
that the company had entered into a con- 
tract with interests already drilling, and 
that the oil of that district, while not s 
abundant as in others, was much lighter 
and of higher grade, hence very profitable 

Later reports, of about the same degree 
of authenticity, say that the company has 
leased territory along its right of way to 
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prospectors, but that there is no producing 
\ ell within several miles of the company’s 
rad, and no reliable indication of oil in its 
; amediate neighborhood. In this stock, too, 
tue operation of a pool which used oil 
n erely as bait to attract investors is alleged. 
I. so, those interested were eminently suc- 
c-ssful, as is shown by the rise in the stock. 
Another explanation of the rise is, how- 
ever, barely possible. The company has ap- 
p ied for additional compensation of $2,828,- 
3'4, nearly tripling its original allowance. 
‘o grounds for the increase are stated, nor 
| as any report been made as to the progress 
the application, but if there were any 
iidications, not known to the Street at 
large, that it would be successful, the 
siocks would undergo a natural and legiti- 
riate boom. Otherwise, with the poor 
earnings record of Wheeling & Lake Erie, 
and the doubt about the character of its oil 
holdings, if any, the stock is selling on a 
purely speculative basis. 
Union Paciric is ir a totally different 
position. It is one of the strongest rail- 


roads in the country, and its ability to keep 
on paying a 10 per cent. dividend in these 
times is remarkable. Its earnings for the 
past ten years have averaged about $15 a 


share on the common, and its dividend pay- 
ments have been about ro per cent. with 
slight cuts and extras. Last year the com- 
pany earned a net operating income of $47,- 
847,878 for a rental of $38,416,111, and for 
this year earnings promise to be only a lit- 
tle below this. 

One of the great sources of income of the 
company outside of its railroad operation is 
its investment account, amounting in 1918 
‘to $269,370,124, the highest in its history. 
ecause of the general decline in the earn- 
ng power of railroads, the average return 
io Union Pacific from these holdings, which 

re all in other railroad securities, has de- 

creased in the last ten years from about 

per cent. to 4.33 per cent. It is fairly 
ikely, however, that with the formulation 
of a national railroad policy the rails as a 

‘hole will improve, probably enhancing the 
alue of Union Pacific’s security holdings. 

Another interesting possibility is that if 
Congress should insist on having the rail- 
oads as little as possible financially inter- 
sted in one another, Union Pacific might 
ave to distribute its holdings, outside of 
7,463,732 of Liberty bonds, which would 


make a most unusually large and juicy 
melon. 

On investigation as to the oil possibilities 
of Union Pacific it seems that leasing is go- 
ing on, and has been fairly active for the 
last few years, but particularly of late in 
Wyoming and the Northwestern fields. 
Much prospecting is being done, according 
to a company official. The road does not 
expect to use much of its own oil, as Atchi- 
son does, because it is assured of a large 
and economical coal supply through its con- 
trol of the Union Pacific Coal Co., a sub- 
sidiary. 

Without regard to its oil prospects, how- 
ever, even though the latter are decidedly 
promising, Union Pacific seems to deserve 
better prices than the current level. At late 
quotations of 123 it yields about 8.20 per 
cent., which is unusually high considering 
how well it is secured. The further devel- 
opment of the Northwest, appreciation of 
both market value and return of the com- 
pany’s large investment holdings, and the 
possible materialization of its oil hopes, in 
addition to its high standing as an operat- 
ing railroad, make it one of the best of 
railroad buys at current price levels. ~ 

Summary : 

With regard to the six railroads here 
analyzed, we may sum up the facts as fol- 
lows: 

1. Northern Pacific—A high-grade stock, 
undervalued at present prices; not much 
more than a possibility of getting returns 
from its oil holdings. 

2. St. Paul—Nothing to get enthusiastic 
about at present as an operator; it will need 
tremendous quantities of oil to make up its 
other difficulties. 

3. Atchison—A good, well-tested rail- 
road; large proven production of long 
standing, but the only difference oil makes 
is in cutting operating costs. 

4. Texas & Pacific—Coming to the fore 
as an operator, may make good in the long 
run, but present oil boom is overdone except 
on wildly speculative basis. 

5. Wheeling & Lake Erie—Oil prospects 
in doubt; needs much seasoning and tender 
treatment by Congress to get anywhere. 

6. Union Pacific—Staunchly built to 
weather all storms, good appreciation possi- 
bilities not appreciated—if it makes good in 
oil, will simply prove that “to him that hath 
shall be given.” 
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Safe Trips to Bargainland 


Tenth Article in the Series “Financial Independence at Fifty”—Is the 
Tide Coming in or Going Out?-—Opportunities in the Long 
Swings of Prices—Tests for Safety in Speculative Bonds 


By VICTOR DE VILLIERS 


HE graph herewith showing the course 

of bond prices, 1899 to 1918, will serve 

as a handy supplement to the graphs of 
the industrial and rail prices in the preced- 
ing article, and give the reader a bird’s-eye 
view of the entire market. The three 
should be used as a mariner uses his com- 
pass and kept up to date monthly. 

Even superficial study will reveal the 
fact that since the end of 1908 industrial 
stocks have been constantly seeking a high- 
er level while the rails and bonds have 
moved, almost as a unit, downward. The 
indications are that there has been a tre- 
mendous sifting out of the securities more 
strictly in the investment class—rails and 
bonds—since the last “bull” cycle in that 
group, which lasted from the beginning of 
1900 to the end of 1906. The downward 
swing has been fairly progressive and con- 
sistent over a period of ten years, from the 
‘beginning of 1910 until the present time, 
and it looks as if the writer has chosen the 
opportune time to draw attention to certain 
investment opportunities that do not come 
too often. 

High and Low Tides 

Those who live at, or spend some portion 
of their vacation at the seashore have un- 
doubtedly spent hours watching the sea in its 
ever-changing movement. The waves come 
in and go out with the tide. The sea is never 
at rest, and it requires observation to judge 
whether the tide is in or out. Even the 
best swimmer—the swimmer who thinks as 
well as swims—will make the inquiry, “Is 
the tide going out or coming in?” News- 
paper reports tell us what happens when 
that inquiry is overlooked. 

The markets are not unlike the seas in 
their ebb and flow, and their scope is no less 
expansive. It is essential for a captain of 
his own fortune not to venture his bark on 
the ocean until he is reasonably sure that 
“the tide is coming in”; and by this is meant 
that a good skipper should not be fooled 
by the appearance or action of the wavelets 
that seem to act independently, coming in 
and receding imperceptibly, sometimes too 
near and many times too far. The main 
action of the sea is the thing to watch for 
reliability; the wavelets will more likely 


yield a spell of wet, cold feet without get 
ting the observer anywhere. 

For this reason it is neither possible, wise, 
nor practical for the investor who really is 
an investor in the strict sense of the term, 
to trouble about the minor swings of the 
market. He need only try to get his main 
bearings correctly, and “stick to the ship” 
if he is reasonably satisfied that he is riding 
on the main upswing. Cross-currents are 
nearly always present, and one need never 
fear them until they very definitely threaten 
to become a whirlpool. 

It now looks as if the return journey is 
shortly to be undertaken by the good ship 
“Investment Values” in spite of the many 
heavy clouds on the horizon. Each reader 
must judge for himself when and how to 
take the journey if he can but see the silver 
lining behind, and clearer skies ahead. 
Present opportunities in the bond market, 
particularly in the railroad bond market, 
and in some of the investment rails, seem to 
be with us now and there is no definite way 
of telling when all uncertainties are out of 
the way or when similar opportunities will 
come again. 


Bonds Versus Stocks 


Reference was made in the preceding 
article to the position where certain of the 
better grade common stocks would seem to 
be at bargain levels. A study of the table 
and current prices will show that the 
majority of industrials have made a hand- 
some improvement in the past few years. 
Upon checking this up with our graph on 
the industrials the dizzy heights to which 
stocks have soared is confirmed and em- 
phasized. The plan of the author is to buy 
them cheap and sell them dear—in other 
words, to imitate Rothschild and the other 
big fellows. Fortunately for us the idea 
is not patented, and we don’t mind imitating 
a good thing if it is going to help the in- 
vestor become financially independent. 

The industrials look high. They may go 
much higher, and we might miss a chance— 
but our plan does not involve taking 
chances. 

With much regret, despite their obvious 
prosperity, big dividends, and talk of far 
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higher prices, we realize that we are fledg- 
lings in the great game of finance, and must 
eave such venturesome opportunities to 
those who are more strongly fortified. The 
graph referred to is the compass that 
warns us that industrial stocks, as a whole, 
are not obviously in the “bargain” class. 
We observe that railroad common stocks 
are on the average around their low levels, 
but not yet at their lowest point since 1897. 
Individual judgment must now be brought 
to bear on the subject, the railroad situation 
must be studied and watched, and future 
developments followed very carefully. 
Railroad stocks are either in the bargain 
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on uncertain seas must be prepared to stand 
by the boat, no matter by whom or how it is 
rocked, nor how violently. Can you do 
this? 

If the answer is in the negative, we can 
retire to our first and second lines of de- 
fence—bargain bonds. There is seldom any 
occasion to cross our fingers and stand 
still. The plan will work best when it is 
kept moving. 


Non-union Dollars 


There is only one doctrine for the dol- 
lar—that of work. It will not function 
properly if intelligent energy is not put be- 
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zone or approaching it, and it is time we 
got busy. 

We plan to buy cheap if the tide gives 
promise of coming in. Is it coming in? 

Being uncertain, we can either take some 
chance now, or wait. If the investor is in 
a position to take a risk he might well do so 
at the obviously favorable time indicated in 
the graph, so long as he realizes the mean- 
ing of a group being in a “speculative” 
position—as the rails are now. Standard 
dividend-paying issues that have large 
equities, excellent records, and will pay for 
their own board and lodging meantime 
should, under the writer’s plan, be accumu- 
lated only as a third or fourth line of de- 
fence. 

When there are no “uncertainties” there 
will be no bargains, and the would-be sailor 


hind it. Loafing, skulking, uninvested dol- 
lars represent economic waste. The neglect 
to get behind the dollar-machine and com- 
pel it to work twenty-four hours a day is 
almost as bad as scattering its parts un- 
wisely. 

A poor investment might give one chance 
in a thousand; idle funds give no chance 
whatever. Bargain bonds, of one sort or 
another, may nearly always be had, and an 
investment in them is always timely. 

The investor should not only be on the 
lookout for opportunities in them, but 
should study their characterisites to recog- 
nize the point where they are really cheap. 
He must learn to distinguish between a bar- 
gain level and a danger zone, and know that 
low prices are not always an indication of 
risk but a sign: “This bond is either an op- 
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portunity or a trap for the unwary.” 

It will be found that individual judgment 
arrived at after careful study will often be 
the best guide, if the investigation is con- 
ducted along common-sense lines and the 
matter approached without enthusiasm or 
trepidation; in market phraseology, be 
neither “bullish” nor “bearish.” One man’s 
opinion is very often as good as the next 
man’s, and better if the former uses methods 
rather than “hunches.” 

The fact that 7 per cent. and safety can 
now be secured, compared with a former 
average of about 5 per cent., is a strong in- 
dication that general conditions have 
forced yields up and prices down. When a 
bond yields 7 per cent. now it does not fol- 
low that “there is something wrong with it” 
if average yields are 644-7% ; conversely it 
would require close scrutiny if a particular 
bond sold entirely out of line with the rest 
of the list. A variation of even one per 
cent. in the yield is not sufficient to place a 
particular bond in the aristocrat or “dog” 
class. Careful appraisement based upon 
actual facts and reasonable probabilities 
will alone enable the correct label to be 
hung up. 

An Actual Example 


St. Louis Southwestern First Terminal 
and Unifying Gold Mortgage 5 per cent. 
bonds due Jan., 1952, are selling at 59, at 
which price they give a yield of over 83% 
per cent. Without investigation, and on the 
general opinion of the investment public, as 
clearly evidenced by the low price and high 
yield, we might well jump to the conclusion 
that there is something wrong with St. L. 
S. W. 5s. 

We find, however, that within the past 
ten years the interest charges on the 
$8,000,000 of these bonds outstanding were 
earned more than I I-2 times, and that the 
trend of earnings, so far as these bonds is 
concerned, is now distinctly upward. The 
charges were earned nearly twice in 1916 


THE MAGAZINE OF WALL STREET 


and more than 21-2 times in 1917. The 
probabilities are decidedly in favor of the 
previous ten-year average being maintained 
or bettered. If the system only earns these 
charges once, that will be sufficient to pay 
our 5 per cent. and yield 83-4 per cent. 
Should the earnings fall so low, it will be 
time enough then to investigate again. 

The security for our bond is a lien on 
1,375 miles of good railroad in Missouri, 
Arkansas and Texas, including special first 
liens on terminals at St. Louis, Mo., and 
Fott Worth, Texas, built at a cost of 
$2,250,000 when labor and materials were 
much cheaper than at present. We recall 
that St. Louis, Mo., is the fourth metropolis 
of the United States and flourishing; also 
that Fort Worth, Texas, is in the heart of 
the Ranger district, and the center of oil 
developments that one hears so much 
about. , 

We discover that ours is not a first charge 
on the above. Other bondholders come be- 
fore us with $45,000,000 in prior liens, mak- 
ing the total bonds on the assets covered 
about $53,000,000. The total mileage of the 
system is 1,754 miles, and the latter bonds 
cover the better part of it. The gross 
earnings have risen from about $10,000,000 
annually to around $12,000,000, and a cor- 
responding growth is shown in the balance 
left over to pay interest charges. The lat- 
ter figures show an advance from about 
$2,500,000 to over $6,000,000 in its record 
year, 1917. More important still, the sys- 
tem as a whole has been turning the deficits 
of 1914 into balances for surplus—for the 
last two years an annual average of over 
$3,500,000 earned for the common and pre- 
ferred stocks. 

This latter factor is still more interesting. 
Our bonds are followed by common and 
preferred stocks of a par value around $36,- 
000,000 which are already showing a fairly 
good earning power. Even at depreciated 
market prices these stocks are worth about 
$8,000,000 and they would have to become 





1919 siihimabanih 


The Trend of Bond Prices—Average of 40 Listed Issues 





SAFE TRIPS TO BARGAINLAND 


entirely worthless before our security dis- 
appears—a contingency that is more than 
remote. If anything should seriously inter- 
fere with the road’s progress—even bank- 
ruptcy—the stockholders and not bond- 
holders would have something to worry 
about. They would probably have to dig 
deep into their pockets and protect their 
property—the property mortgaged to the 
owners of the First Terminal and Unifying 
5s, and other bondholders. 

The investor, by checking up the facts, 
will find that the road is maintaining its 
prosperity, and beyond the general uncer- 
tainty in the entire railroad situation, there 
is nothing especially disturbing in the posi- 
tion of this road. 

Why should its bonds yield 8 3-4 per cent. 
if everything seems so serene? 

The bonds were originally put out above 
go in 1912 by bankers who placed their own 
money in them. They have frequently sold 
above 75, and their lowest price was 52-54 
in the railroad “panic” of 1917. The entire 
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list of railroads—bonds and all—have de- 
clined, and this particular road is not fully 
“seasoned.” It is not surprising that its 
bonds sell low, but equally not conclusive 
that they are bad, or even very risky. By 
the test given they are “speculative” but 
they show up strongly in their class. 

This is the type of bond to buy according 
to the writer’s plan of bargain-hunting, and 
the time to buy is during bargain-time— 
which is now, according to the graph. 

Similar tests of bond values and prices 
will not always be found a conclusive guide, 
but the writer believes that investigations 
along these lines can be conducted by the 
individual investor with satisfactory re- 
sults. As many other tests should be ap- 
plied as safety dictates, and the faculty of 
observation and subsequent analysis will be 
sharpened as the reader becomes familiar 
with the more elementary methods sug- 
gested. Broadly, these tests will be found 
workable and, in the writer’s experience, a 
good basis for a further examination. 


EQUIPMENT FIRMS TO FINANCE THEIR EUROPEAN BUSINESS 


An important step leading toward the early 
acceptance of large orders from European 
buyers is indicated by the recent movement of 
equipment manufacturers to organize a bank- 
ing corporation for the purpose of financing 
contracts for foreign equipment. 

American Locomotive, American Car & 
Foundry, Baldwin Locomotive, Standard Steel 
Car and Haskell & Barker in co-operation 
with other equipment concerns are understood 
to be among the more prominent of those now 
interested. It is said that the tentative plan 
calls for the incorporation of a financing com- 
pany which will issue collateral debentures 
against such foreign government securities as 
may be accepted in payment of equipment con- 
tracts. 

How important a bearing the conclusion of 
these arrangements will prove for the manu- 
facturers of equipment is indicated by Presi- 
dent Fletcher of the American Locomotive 
Company in a recent report to stockholders. 
He said, in part: 

“The immediate prospect of orders for 
domestic locomotives is not bright and un- 
doubtedly this condition will continue until the 
ultimate disposition and financing of the rail- 
roads of the country, now under control of the 
United States Railroad Administration as a 
war measure, has been determined. 

“While the company has been receiving or- 
ders for foreign service, a greater volume of 
foreign business could be obtained but for the 


problem of finance and credit, many of the 
inquiries requiring long terms of payment ex- 
tending from five to ten years. Unquestionably 
a broad gauge policy of credits to the foreign 
countries will have to be granted them in re- 
building their railroad facilities, so vitally 
necessary to their industrial growth and pros- 
perity. One solution of this problem, in our 
opinion, would be obtained by forming a com- 
bination of railroad equipment companies and 
allied industries of this country together with 
banking interests, under the form of a Foreign 
Railway Equipment Finance Corporation, 
rather than by individual action by any rail- 
road equipment company. Such combination 
would be permissible under the Clayton and 
Webb-Pomerene Laws, and thereby afford an 
imperative relief to the foreign countries re- 
quiring our help in rehabilitating their trans- 
portation systems. The long delay in the set- 
tlement of peace is in a measure preventing 
the formulation of definite plans and action 
tending toward the re-establishment of normal 
business relations with European and other 
foreign countries.” 

American Locomotive’s situation is repre- 
sentative of the other companies in the equip- 
ment group and developments for financing 
foreign trade are being followed with keen 
interest owing to the effect that they may have 
on other concerns who are unable to accept any 
but a limited amount of foreign business owing 
to the present uncertainty about financing. 











The Prospect for Money 


War Expenditures About Over—Gold Imports—Outlook for Deben- 
tures Issued Under Edge Bill—Present Condition 
of Federal Banks 
By G. C. SELDEN 


EVERAL recent events are likely to 
have a very important bearing on 
money rates for the coming fall and 

winter. Among these developments the 
following are especially significant: 

The announcement that new issues of 
Treasury Certificates will be considerably 
smaller than had been planned. 

Passage through House and Senate of 
the Platt Bill which permits National Banks 
to invest 5 per cent. of their capital and 
surplus in the stock of corporations organ- 
ized to promote foreign trade. 

Passage by the Senate of the Edge Bill 
for the creation of corporations to issue 
debentures based on foreign security. 

A considerable decrease in Federal Re- 
serve discounts based on Government war 
obligations. 

The beginning of a flow of Transvaal 
gold production to America. 

A decline in crop conditions, so that less 
money will be required to finance crop 
moving. 

A decrease in loans on Stock Exchange 
collateral at New York. 


War Expenditures Near End 

The fact that the Treasury has been able 
to cut down its borrowings on Certificates 
is evidently of prime importance. It means 
that our actual war expenditures, apart 
from interest due on bonds and certificates 
outstanding, are within sight of the end. 
By Jan, I our Government expenditures 
should be nearly on a peace basis. 

It is quite true that a peace basis now 
will be different from the peace basis. be- 
fore the war. The large interest payments 
on Government bonds will not materially 
affect either the money market or business 
conditions, because they involve simply a 
transfer of capital from one class of our 
citizens to another, and in many cases 
merely a transfer of money by the same 
person from one pocket to another. The 
money collected from the people in the 
form of taxes will be paid back to the 
people in the form of interest on bonds 
held. Very often the interest will come 
back to the same person who paid the tax. 

Government expenditures aside from in- 
terest will continue larger than they were 


before the war, but the difference will 
hardly be great enough to seriously affect 
our market for capital. 


Gold Imports 

Europe will not release to us any consid- 
erable amount of gold in payment of the tre- 
mendous balances owed to us, because the 
gold is essential to support big issues of 
paper money abroad; also because even if 
we drained Europe of all its gold there 
would not be enough to pay all that is owed 
us. 
England has, however, established a free 
market for the new gold production which 
is constantly being received from the Trans- 
vaal, and since this gold is worth about 15 
per cent. more in the United States that it 
is in England (owing to the foreign pre- 
mium on American exchange) a consider- 
able part of it will inevitably come here. 

London reports that over $100,000,000 of 
German gold is now standing to our credit 
with the Bank of England, received in pay- 
ment for foodstuffs we have furnished to 
Germany. Some additional amounts may 
come from this source. 

The United States is naturally a gold- 
producing and gold-exporting nation. Under 
present foreign exchange conditions we 
shall export very little gold. So our sup- 
plies of gold should increase from our own 
production. 

Capital for Business Uses 

There is of course a constant increase in 
our supply of capital from savings and 
profits. The Government’s war need for 
this capital is now nearly over. Conse- 
quently the capital can be applied to ordi- 
nary business and investment purposes. 
And any increase in our gold supplies will 
permit an expansion of credit without de- 
creasing the per cent. of gold reserves held 
by the banks. 

The money market will now hinge upon 
the relation of this supply of capital and 
credit to the demands which will arise. 
These demands will appear in the following 
forms: 


Sales of debentures based on foreign se- 
curity under the Edge Bill (which seems 
likely to become law). 

Sales of new domestic securities. 
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Further expansion of credit, if any, 
needed for business purposes, crop moving, 
etc. 
It is inevitable that there should be 
plenty of uses for all of our capital as fast 
as it accumulates, and for any further ex- 
pansion of bank loans which the Federal 
Board may permit. The war has so de- 
pleted the supplies of capital all over the 
world that there can be no question of any 
surplus at present. The only question is at 
what rate of interest this capital will be 
loaned. 

The crop movement will require less 
money than expected. Stock Exchange 
loans have been cut down considerably, but 
would of course increase again with any 
big renewal of bull speculation. But these 
factors are now overshadowed by others of 
greater importance, such as bank loans on 
Government securities, issues of new do- 
mestic securities and of Edge Bill deben- 
tures, and the expansion or contraction of 
commercial discounts in the Federal Re- 
serve System. 

The nub of the whole question is, Where 
will the capital or credit come from to pay 
for Edge Bill debentures based on foreign 
security, for such new domestic stocks and 
bonds as may be issued, and for any in- 
crease in the requirements of general 
business? 

So far as possible, it should come from 
the savings and profits of American in- 
vestors, either by direct personal investment 
or by an increase in bank deposits which 
would permit the banks to extend their 
loans or to invest. 

Debentures Should Sell 

It is probable that the public will buy 
debentures issued by corporations formed 
under the Edge Bill in considerable quanti- 
ties. On the basis of present foreign ex- 
change rates such corporations can buy 
British securities at nearly 15 per cent. dis- 
count under British prices, French or Bel- 
gian securities at about 40 per cent. dis- 
count, etc. Therefore the debentures in- 
directly representing foreign securities can 
be offered to Americans at such prices as to 
afford a relatively high interest yield; and 
in view of the extent to which the Federal 
Reserve Board is to supervise the opera- 
tions of Edge Bill corporations, the high 
yields obtainable should be decidedly at- 
tractive to our investors. 

Moreover, if the Platt Bill becomes law, 
as seems assured, National Banks can in- 
vest approximately $400,000,000 in the 
stocks of Edge Bill corporations, and most 
of the money thus obtained can be used for 
the purchase of foreign securities or for 
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loans to foreign companies on adequate 
security. 

State Banks and trust companies ean in- 
vest in these debentures and undoubtedly 
would do so if the rates of interest were 
more attractive than on domestic securitées 
suitable for such institutions. 

Under the Edge Bill the Federal Reserve 
Board could probably rediscount these de- 
bentures if it saw fit, as it is granted large 
discretionary powers; but it is not expected 
that this will be done, as the result would 
be a further increase in outstanding Fed- 
eral currency notes not directly based on 
business operations. The Board has re- 
peatedly taken a position opposed to the 
issue of notes for such purposes, except on 
U. S. Government paper. There can be no 
question that the rediscounting of Edge 
Bill debentures would be a most unwise 
step. 

Issues of new domestic securities were 
very large in June and July, but only about 
normal in August and in September to date. 
The railroads need much new capital and if 
they get in a position to command it large 
issues of new railroad securities may - 
expected; but this is not likely to occur 
during the remainder of 1919. The compe- 
tition of the new Edge Bill debentures 
would undoubtedly make it more difficult to 
sell new domestic securities in large 
volume. 

Available Credits 

The question of the amount of credit 
available, either for business purposes er 
for bank investments in securities, is inti- 
mately dependent upon the condition and 
policy of the Federal Banks. The Federal 
Bank Statement of Sept. 12 was as follows 
(slightly condensed and with figures in 
millions) : 

Gold coin and certificates ........... 231 
Gold settlement fund 

Gold with foreign agencies 

Gold with Federal Reserve agents... 
Gold redemption fund 


Total gold reserves 
Legal Tender notes, silver, etc 


TOTAL RESERVES 
Bills Discounted: . 
On Gov’t. war obligations......... 1,524 
All other 
Bills bought in open market......... 
U. S. securities 


see 


TOTAL EARNING ASSETS... 2,485 


Bank premises, uncollected items, 
gold in transit, etc 


TOTAL RESOURCES 


: * - = Ned 
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Capital paid in 
Surplus ..... ener aaa 


Gov’t deposits ........++- em eee 
Due members, reserve acct........... 1,803 
Deferred items ......+++-++++ ieaneiue 
Other deposits, etc. ........eeeeeeeers 


GROSS DEPOSITS 


F. R. notes, actual circulation........ 2,622 
F. R. Bank notes in circ., net liab..... 228 
All other liabilities ........ 


TOTAL LIABILITIES 


Ratio of total res. to dep. and note 
liabilities combined 5 

Ratio of gold res. to F. R. notes after 
setting aside 35% against net de- 
posit liabilities 60.0% 


This tabulation gives a complete sum- 
mary of the condition of the Federal Re- 
serve System. The final ratio gives the 
best key to the currency situation. The 
legal requirements of reserves against de- 
posits is 35 per cent., and of gold reserves 
against Federal currency notes in circula- 
tion 40 per cent. Therefore the ratio of 
gold reserves to currency notes, after set- 
ting aside the 35 per cent. to take care of 
deposit liabilities, shows what excess of re- 
serves is available for the currency notes 
above the legal requirement of 40 per cent. 
In the statement here given, this reserve 
was 60 per cent. against the required 40 per 
cent., showing that a great many more cur- 
rency notes could be issued if needed before 
reserve requirements would be endangered. 

But it must be borne in mind that, if the 
outstanding currency notes were largely in- 
creased, the increase would almost certainly 
be accompanied by a rise in deposit liabili- 
ties also. Hence the ratio of total reserves 
to deposit and note liabilities combined—in 
this statement, 50.4 per cent.—is really a 
fairer index to the strength of the whole 
reserve position. The legal requirement 
of this combined ratio is approximately 
37% per cent. 

A fall in these ratios means expanding 
credit, which may be due to rising prices or 
to a gain in the volume of business being 
done throughout the country, or to both. If 
there were no central control of our banking 
situation, such an expansion would be likely 
to continue until these ratios fell to about 
the minimum legal requirements of 35 per 
cent. and 40 per cent. respectively; for 
business expansion tends to grow until 
something checks it. This is fundamentally 
because the average man is a temperamental 
optimist. He always wants to do more 
business and at higher prices, and that 
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means that the country will use more cur- 
rency and credit. 

The Federal Reserve Board, however 
bears the heavy responsibility of decidin: 
when a healthy expansion is approaching a: 
unhealthy inflation and putting on th 
brakes 4 raising the Federal discoun 
rates and thus discouraging borrowing. 

It remains to be seen whether, in th 
longer future, the Board will take the un 
popular stand-of raising discount rate 
while reserves are still liberal, or whether 
we shall eventually drift into about the sam: 
position as before the establishment of thc 
Federal Reserve System, when interes: 
rates were not usually raised by the bank: 
until the fall of reserves to near the legal 
limits made such an increase imperative. 

Bills discounted on Governmnet war 
obligations now constitute about 70 per cent. 
of all bills held by the banks. The Sept. 19 
statement shows that there has already been 
a decline of about $350,000,000 in the 
amount of these war bills. Most of them 
are based on Treasury Certificates, and as 
issues of these become smaller there will 
be an important decline in discounts on war 
securities. 

This change will permit the Federal 
Banks to discount commercial bills much 
more freely without any decrease in the 
ratio of reserves from its present level of 
about 50 per cent., and the needs of busi- 
ness for credit will apparently be easily 
taken care of in that way. 


Federal Board Controls 

While large amounts are loaned on war 
obligations the banks will hesitate to raise 
discount rates, as this would tend to punish 
those who through patriotic motives bor- 
rowed heavily to buy Government securi- 
ties. Once these loans are out of the way, 
the discount rate can be easily raised when- 
ever necessary to prevent credit inflation. 
It has been thought that such an increase 
might become desirable early next year, but 
the more favorable factors now developing 
may make such action unnecessary. 

Through this power to raise and lower 
the discount rate, money rates in general 
are largely under the control of the Federal 
Board, and it is assumed that the Board 
will take prompt action to check undue 
speculation or inflation of credit by the 
exercise of this power. 

Matching all these various factors into 
each other, it seems unlikely that money 
rates will rise this fall enough to interfere 
with either business credits or reasonable 
stock market requirements. Maintenance 
of substantially the current level of rates 
seems the most likely outcome 





Rising Costs and Falling Prices 
Gan This Contradictory Aim of Present Policies Be Attained?— 
Causes of Present High Prices—How Costs Can Be Reduced 


By HENRY C. FLETCHER 


A PHYSICIAN who prescribed hot ap- 
[ plications for a patient suffering 
with a bad headache might relieve 

the patient somewhat, but if the pain were 
jue to a serious internal trouble the local 
ipplication would give no permanent relief. 
The administration at the present time 
reminds one strongly of this physician. All 
»f the powers of the Government have been 
exerted with the purpose of depressing 
prices below their present level by the use 
»f the weight of administration activity 
and by public sentiment. The end is laud- 


able but the method used is the obvious one 
and therefore as usual somewhat childish 
ind hardly likely to reduce the present 
prices to any substantial extent. 

Price Is Cost Plus Profit 


Of what does the price of a commodity 


consist for the purpose of the present dis- 
cussion? The price charged to the pur- 
chaser is the sum of the cost of the given 
commodity and the profit of the seller. 
What the administration is attempting to do 
is to drive down the price, that is, to force 
jown the seller’s profit. The purpose is 
laudable and the end desirable, provided 
always that at the end there is still a reason- 
ible profit for every necessary handling of 
the goods in question. 

Parenthetically, it can certainly be said 
that one who claims that any usual step in 
the ordinary handling of merchandise is un- 
necessary, has a heavy burden to carry in 
proving his case. 

Let us assume that the Government will 
succeed in thus reducing by main force the 
net profits of the merchant in foodstuffs 
ind let us assume that a similar campaign 
s successful in the case of other necessities, 
hen how much has been accomplished, and 
ust where are we? 

In order to answer this question we 
should examine the two elements of price, 
he cost of the goods and the net profit. 
What is the relation of the net profit to 
he cost of goods in the average case? Is 
he profit larger than the cost? The ques- 
ion answers itself, to the mind of any rea- 
onable man with no political end in sight. 
Sertainly the cost of goods far exceeds the 
iet profit to the seller. 


There are no statistics available on this 
point, but I much doubt whether the net 
profit is on the whole better than 5 per cent. 
of the cost of the goods to the seller. But 
assuming the average net profit, after pay- 
ing all expenses, is 10 per cent. of the cost 
of the goods—still the cost of the goods is 
ten times, and in many cases twenty times, 
the size and importance, for the present 
argument, of the net profit to the seller. 

If, therefore, efforts are directed to re- 
ducing the net profit, which is only a small 
percentage of the price (or cost plus profit), 
the quantum of success, the amount of re- 
duction possible, is only 10 per cent. or 5 per 
cent. of the reduction possible if the efforts 
were exerted to reducing the cost of goods 
instead of the net profit. 

In the present instance also there is a 
peculiarity in the situation in this—that the 
Government has devoted all its energies to 
reducing prices by reducing profits, al- 
though it is from the excess profits received 
by its manufacturers and merchants that 
the same Government expects help to pay 
its bills. If it is the Government’s intention 
to reduce profits to what are reasonable and 
fair, what becomes of the tax on excess 
profits? If the Congress would rather have 
less profits made by merchants and busi- 
ness men, then it must plan to finance the 
Government without the tax on such profits. 

If, however, the public believes that prices 
should go down, then certainly the attack, 
if made on excess profits, should also be 
made on excess costs. The cost of produc- 
tion of raw materials, the cost of manufac- 
ture, the cost of handling and the cost of 
selling and transporting should come down. 

I believe in the attack on excess profits. 
I believe it is right. I believe it is just and 
I believe it will be remedial to some extent. 
And the Government should be making its 
plans to finance its requirements in other 
ways. But I believe the high costs should 
be attacked as well as the high prices and 
unfair or excess profits. 


What Started the Rise? 


The attack on the high costs should be 
preceded by an examination of the causes 
of those costs and should be followed by an 
examination of the elements that go to make 
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high costs with the purpose of dealing 
separately with those elements. 

Doubtless many will say that the cause of 
high costs as well as of high prices is the 
increase in the quantity of money. Doubt- 
less the increase in money or the substitutes 
for money has had a strong influence on 
prices, but I cannot but feel that the present 
high prices are the results of the action and 
interaction of many forces, some powerful, 
some weak, some financial, some psychologi- 
cal, some commercial, some economic and 
some not fairly included in any of these 
categories. As I saw it, the first and im- 
pelling causes for high costs in this country 
were the high 
prices paid by 
those who were 
later our “asso- 
ciates,” for the 
goods they had to 
have, at a time 
when those goods 
meant life or 
death. The buyers 
had no fair chance 
to argue over 
prices. 

The high prices 
meant high profits 
at the expense of 
chose in need. 
Those high profits 
incited others not 
sharing in them, 
but contributing to 
them, to ask more 
for goods and 
services, and our 
costs were raised 
leig before our 
Worrowing for 
Government purposes had come as an added 
cause of higher costs and prices by tend- 
ing to directly reduce the purchasing power 
of the dollar (by making it easy to create 
more dollars and still more dollars). Our 
prices rose before our costs, because the 
purchasers argued not over what was 
charged, and we Americans knew they 
could not. 

When we finally entered the war we 
needed labor and raaterials, and cost was a 
secondary consideration. Therefore we 
paid. Again the peculiar nature of the de- 
mand was chiefly instrumental in raising 
prices and later costs. The trouble was dis- 
tressingly accentuated by that ridiculous 
expedient of cost plus a percentage. So no 
one cared what the cost was. 

The cause of the original high prices was 
the peculiar quality of the demand linked 
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with an insufficient supply, and this influ- 
ence was later accentuated by the increase 
in the credit volume due to the needs of 
wartime finance. 

If this analysis is correct, then the first 
aim should be to reduce the demand for 
commodities and the second to reduce the 
volume of credit. The reduction of the de- 
mand will not only tend to decrease cost but 
will certainly reduce the profit and thus 
reduce prices. 

The demand can be reduced only by not 
buying, that is by saving and this same sav- 
ing will automatically reduce the credit 
volume. For lack of space no special ref- 

erence is made to 
the export demand, 
which for the time 
being is pretty 
thoroughly dis- 
posed of by the 
condition of the 
exchanges. The 
»sychological 
causes for higher 
prices will be com- 
pletely blocked by 
the open attack on 
high prices and the 
belief that the pub- 
lic will not endure 
higher prices. 


How Costs Can 
Be Reduced 


But to reduce 
present costs—that 
is some “job.” 
What are the chief 
elements of costs? 
Human labor, and 
then human labor 
and then again human labor. Why is the 
cost of a given product higher than for- 
merly? At first glance it would seem in 
many cases that the reason lies not in the 
labor but in the raw materials. But the raw 
materials for one man are the finished 
product of another, and so on down the line. 
The coal as it lies in the ground and the 
iron in the mine do not intrinsically cost 
more. The increased cost lies in the cost of 
production and marketing. There has been 
some readjustment of the values of the 
original raw materials to the changed pur- 
chasing power of the dollar, but it still re- 
mains true that labor, productive, adminis- 
trative, executive, is the chief item in cost, 
whether it be in production or in any other 
activity of the business world. 


Can the wages paid for man’s services 
be reduced in advance of any reduction in 
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the cost of living as represented by current 
price levels? No. Emphatically no. For 
reasons political and social, as well as 
economic. 

Then if labor is the chief element of cost 
of production and labor cannot be reduced 
in wages, are we not blocked? No. The 
cost per unit produced can be reduced by 
the increase in the personal efficiency of 
the worker, both with brain and hand. To- 
ward this end immediate plans should be 
laid and for carrying out these plans all 
forces should be mustered. If the indi- 


vidual efficiency is greater the individual 
output will be greater, the unit cost will be 
less and the aggregate output greater. This 
means increased supply, which with saving 
would mean a further relative decrease in 
demand as compared with supply. Thus 
the world can begin a slow progress to a 


lower price level and eventually lower 
costs. 

The constant improvement of the ma- 
chinery for quantity production naturally 
tends to increase the world’s output of 
goods in proportion to the labor which must 
be applied to their production, and thus 
tends to cause a slow decline in prices un- 
less other factors intervene to counteract 
that factor. 

During the war other more powerful in- 
fluences toward higher prices far overbal- 
anced the slow decrease in production costs 
resulting from more and better machinery. 
But now that peace is at hand the improve- 
ment of machinery will become a relatively 
more important factor in price-making. If 
to this can be added a higher individual effi- 
ciency, the desired reduction in costs can’ be 
gradually attained. 
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What promises to be one of the most impor- 
tant trade conferences ever held, has been con- 
vened at Atlantic City under the auspices of 
the United States Chamber of Commerce. 
Committees appointed by this body have been 
working diligently in the. United States and 
Europe with the view of making a program 
which will afford opportunity to bring before 
the Conference the big subjects requiring at- 
tention, and the foreign delegates will submit 
facts and figures upon which consideration 
for the establishment of commercial credits 
will be made. 

Under the heading of major topics is sched- 
uled economic readjustment of commercial 
and industrial conditions in England, France, 
Italy and Belgium. It is deemed essential 
that a frank statement be made as to what is 
needed to place these countries on a basis of 
stable and enlarged production. This, it is 
pointed out, perhaps would involve something 
like an inventory of available supplies and re- 
sources, with the view of arriving at an esti- 
mate as to the requirements of food, raw ma- 
terial and manufactured articles for, say, a 
two-year period, and should be of a character 
to serve as a guide to American business men, 
manufacturers, producers, bankers, etc., in 
planning their trade relations in the future. 


Finance 


Finance will be another general subject. It 
includes foreign exchange and all the forms 
in which questions of credits may arise. Un- 
der this subject there will probably be dis- 
cussion of the various plans for extending 
credits which have been proposed in the 
United States. England recently announced a 
plan for credits up to three years in connec- 
tion with sale of British goods to unsettled 
parts of the Near East. Italy may have spe- 
cial needs for capital for rehabilitation and 
expansion of its industries and may find value 


in an opportunity to describe the relation of 
its proposed taxation on capital to new in- 
vestments. Belgium wiil undoubtedly have 
points of view to express about the terms 
of credit with it considers equitable and which 
its merchants seek. France will have topics 
of no less interest. Even the German mark 
and its exchange value may get into the discus- 
sion; for a badly depreciated currency always 
contains possibilities of advantage to a coun- 
try when it exports its products. 


International Fair Play 


It is recognized that wars have been due 
to trade rivalry. Perhaps it has not been 
sufficiently noticed that the commercial hos- 
tility which leads to armed conflict may prob- 
ably be a cumulative effect of innumerable 
irritations of unfairness and discrimination, 
having an influence in official circles which are 
in communication and sympathy with the com- 
mercial class. These practices are all mani- 
festations of a spirit of hostility which might 
possibly’ be lessened by discussion. A general 
consideration will be undertaken of unfair 
competition in foreign trade to see how far 
the principles of fairness, which have been ap- 
plied in legislative and administrative regula- 
tion to domestic trade, might be applied to 
international trade. 


Food and Cost of Living 


The world’s food supply will remain an in- 
ternational problem until the effects of war 
conditions have become less acute. Questions 
of food and of the cost of living are of out- 
standing importance in the countries which 
have done most in the war. At the same time, 
there will undoubtedly be illuminating refer- 
ences to industrial conditions and to the rela- 
tive success of various solutions of difficul- 
ties which, during the war and since th: armis- 
tice, have been put to the test of practical ap- 
plication. 
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Possibilities of 


Liberty Bonds 


Why Liberties Have Been Selling Below Par — The Recent 
Improvement—How Will Liberties Appreciater-— 
Prospects for Prices 
By JACOB H. SCHMUCKLER 


7. discounts on Liberty bonds, the ob- 
ligations of the United States, the rich- 

est country in the world, have caused 
much apprehension to a large part of the 
population, for to the uninformed the spec- 
tacle of a government bond selling below 
par is disconcerting. 


Why Liberties Sell Below Par 


The fundamental reason for the Liberties 
selling below par is the advance in the gen- 
eral level of the interest rate the world 
over, due to the demands for capital aris- 
ing out of the war. Where so many bil- 
lions had to be borrowed and capital in- 
stead of being created was being so 
mercilessly destroyed, there was no other 
alternative but for the credit basis of the 
nations of the world to advance. 

England’s credit, which for about thirty 
years following 1880 had been on a 3 per 


government bonds were practically nil, only 
those of very timid character desiring to 
carry such investments at the great sacri- 
fice in income involved. 

The bonds legal to secure bank note cir- 
culation sold at close to a 2 per cent. basis, 
and at times even less, but it paid the 
banks to buy them, especially at times when 
they were comparatively cheap and there 
was much money in their vaults not 
having ready use, because of the profits 
secured through the issuance of bank cur- 
rency. There was a very limited amount of 
bonds outstanding not carrying the circula- 
tion privilege, which generally sold around 
a 3 per cent, basis. This figure can hardly 
be taken as an index to United States 
credit, however, but: it is the best obtain- 
able, and agrees closely with that for Eng- 
lish credit. 

Our debt jumped up at an unprecedented 





PRICE RANGE OF LIBERTIES. 


Approxi- 
Current mate 
Ma- Price Yieldto ,—1918 Range 


Approximate 
Yield 


| — 1919 Range—————-,_ at Lowest 


High 
100.00 
96.00 
95.00 
96.64 
95.36 
96.50 
95.72 


Price 
3.66% 
4.47 
4.56 
4.65 
4.77 
4.99 
4.82 


Date 
Feb. 21 
Jan. 13 
Jan. 13 
Aug. 12 
Aug. 27 
Aug. 8 
Aug. 26 


Low 

98.20 
92.50 
92.10 
93.70 
92.80 
94.70 
92.96 


Date 
Sept. 16 
April 30 
May 22 
April 7 
May 27 
Jan. 14 
Jan. 7 


turity About Maturity High Low 
100.02 3.50% 102.50 97.20 
95.00 4.31 98.42 92.76 
93.50 4.45 98.00 92.70 
95.10 4.56 99.00 93.90 
93.50 4.72 98.14 93.10 
95.60 4.86 99.10 94.70 


Issue 
First 34%4s.. 1947 
First 4s.... 1947 
Second 4s.. 1942 
First 4%4s.. 1947 
Second 4%s 1942 
Third 4%s. 1928 
Fourth 4%s 1938 


93.56 4.77 98.10 94.00 
99.96 3.76 = 


Victory 3%s 1923 
99.92 4.76 


Victory 4%s 1923 


100.48 
100.02 


June 13 
June 2 


99.46 
99.46 


Sept. 3 
Aug. 28 


3.90 
4.90 





cent. basis or even less, has declined and 
is now around a 4.25 per cent. basis. These 
figures are calculated on the basis of yields 


on consols. French rentes have shown a 
still sharper decline, and the obligations of 
the other nations of the world have fol- 
lowed very much the same course. 

It is difficult to secure an index of United 
States credit prior to the outbreak of the 
war. For one thing, our public debt has 
always been very small normally, and most 
of what was outstanding was used to secure 
the national bank note circulation. In fact 
a number of authorities are of the opinion 
that if we had not needed bonds to secure 
our bank note circulation we would not 
have had the small debt we were carrying 
prior to the war. Investment holdings of 


rate beginning with April, 1917. The 
amount of the first Liberties floated in 
June, 1917, was about twice our total 
pre-war bonded debt and a number of issues 
of even larger size followed soon after. It 
is difficult to state exactly the amount of 
United States Government bonds now out- 
standing, chiefly because the War Finance 
Corporation has been buying in bonds for 
the Government's sinking fund, but the or- 
iginal issues of the Liberties are stated to 
have aggregated about $21,500,000,000. In 
other words, our bonded debt was increased 
about $20,000,000,000 during the war period. 

Excluding the 31-2s and the 3 3-45, 
which are selling at present levels largely 
on account of their tax-exempt features, the 
Liberties were selling, at their lowest prices, 
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to yield from 4.47 to 4.99 per cent., so that 
the decline in United States credit at its 
lowest point was from about 1.47 to 2 per 
cent. Part of this decline is to be attributed, 
however, to the manner in which the Lib- 
erties were distributed and to the conse- 
quent so-called technical condition of the 
market. 

The Liberties were widely distributed, 
and the nation was converted in a very 
short time to one in which a very large pro- 
portion of the population is holding govern- 
ment bonds. Many persons bought these 
bonds on a partial payment plan of some 
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Appreciation in Liberties 

The range of prices and yields and ap- 
proximate current prices of the Liberties 
are summarized in the table herewith. It 
clearly shows that United States Govern- 
ment bonds are now above their lows since 
being floated, and that the yield on taxable 
issues as a class has advanced about .15 
per cent. Rates of yield are figured until 
the final maturity date. 

The appreciation in the four 41-4 per 
cent. issues and the Victory 43-4s, in 
which there is the largest public interest, 
has come in recent weeks. Two large de- 
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Prospects for Liberty Bond Prices 


The above diagram shows graphically the approximate prices at which the principal 
issues of Liberty Bonds may reasonably be expected to sell in coming years. Yields to 
maturity of these issues at current prices are about as follows: Ist 4%s, 4.6%; 2nd 4%s, 

4.7%; 3rd 4%s, 4.9%; 4th 4%s, 4.8%; Sth 434s, 48%. U. S. credit should gradually 
work back to at least a 34% basis and perhaps an even lower figure. The above graph 
assumes that the average yearly decline in Liberty yields will be two-tenths of 1% until a 
3%4% basis is reached, which would be in 6 or 7 years. The lines show where the bonds 


would sell each year under such conditions. 


These prices are based on final maturities 


of the bonds, since the amounts outstanding are now so large that earlier redemption 
seems improbable for some years to come at any rate. 


sort, and had them carried by the banks or 
other institutions. A number of them for 
one reason or another found before they 
had completely paid for their bonds that 
they could not or did not care to pay for 
the bonds in full, and this along with large 
reported sales by small holders led to con- 
siderable liquidation. Naturally this liqui- 
dation unsettled the market, and according 
to reports the Treasury for some time was 
not supporting the market very vigorously. 


velopments can be assigned as -immediate 
causes for this small advance: First, the 
statement of Secretary Glass announcing 
the improved condition of the Treasury and 
second, the large purchases in the market by 
the War Finance Corporation acting as the 
Government’s representative for its sink- 
ing fund. 

The condition of the Treasury is stated to 
have taken such a turn for the better that 
the fortnightly issues of Treasury certifi- 
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cates have been temporarily abandoned, at 
least until October 15, and the interest rate 
on the six-months certificates has been low- 
ered from 4% to 4% per cent. The twelve- 
month maturity is to bear 4 1-2 per cent. in- 
terest. It is unofficially stated that the War 
Finance Corporation has been buying in 
Liberties for the Government’s sinking 
fund at the rate of over $5,000,000 a day 
on some occasions. 

Two important developments of this char- 
acter could do nothing but improve the 
market values of Liberty bonds. But some 
other facts are also to be considered. For 
one thing liquidation by small holders is 
very likely largely over. A more funda- 
mental consideration, however, is that the 
credit basis of the United States will grad- 
ually work back to nearer the pre-war basis, 
though it will unquestionably take some 
time for it to get back to 3 per cent., if it 
ever does. Whether this appreciation has 
been definitely started it is difficult to say, 
but it should not be long delayed. The 
whole matter is one of assumption based 
upon a careful analysis of the facts and 
probabilities. 

In the writer’s opinion it is reasonable to 
assume that Liberty bond yields will decline 


to a 3% per cent. basis within six to seven 
years, and the accompanying graph has been 
constructed showing at what prices Liberties 
would sell on the basis that the average 
yearly yields will decline 0.2 per cent. until 
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a 3% per cent. is reached in about that 
period. 

The prices shown approximately in the 
graph are very interesting indeed, and show 
the great appreciation awaiting investors 
who hold Liberties, if United States credit 
should improve as assumed above. The 
graph shows clearly the greater apprecia- 
tion which would accrue to those having 
the longer maturities, and gives corrobora- 
tion to the position so often emphasized by 
bond experts that the longer maturing Lib- 
erties are preferrable to those of shorter 
term, excepting of course for holders who 
need the early maturing issues for special 
reasons. The writer suggests, therefore, 
that persons holding the shorter term bonds 
exchange them for those of longer term. 
The temporary loss in yield would be more 
than made up before very long. 


Possibilities for Liberties 


It may confidently be stated that the Lib- 
erties are a buy at present levels. The 
later maturing Liberties are to be preferred 
because they offer better possibilities to 
benefit from market appreciation. The ad- 
vance of United States credit to pre-war 
level must be a matter of years, but im- 
provement in Liberty bond prices appears 
to be a condition awaiting us in the early 
future. The gradual retirement of the 
outstanding debt should also aid the mar- 
ket course of the bonds. 


MORGAN OPPOSED TO GUARANTEE OF FOREIGN WAR DEBT 


In behalf of J. P. Morgan, who is abroad, 
Thomas W. Lamont, of J. P. Morgan & Co., 
has publicly stated Mr. Morgan’s views on the 
proposal to guarantee the war debts of Euro- 
pean governments. The statement was issued 
to correct the impression that one might get 
from reading letters referring to the financier’s 
views by Henry A. Wise Wood to the press 
and to members of Congress. 

“The views attributed to Mr. J. P. Morgan 
(who is at present abroad) by Mr. Henry A. 
Wise Wood, in a letter to The Evening Mail 
of September 16, are precisely contrary to 
those which Mr. Morgan holds,” said Mr. La- 
mont. “Mr. Wood's letter has, I am told, been 
sent for publication to several other news- 
papers and circularized among members of 
Congress. The letter declares that a certain 
Mr. O’Neil, connected with the Manchester 
(England) Guardian, stated to Mr. Wood 
that Mr. Morgan was in favor of a plan by 
which the United States should guarantee war 
debts of foreign nations. 

“On the contrary, Mr. Morgan believes, as 
do all of his partners, that to have the United 
States guarantee foreign debts would be as 


unsound and unwise economically for the for- 
eign nations as it would be for the United 
States. 

“Last spring general publicity was given 
a plan, tentatively suggested in Paris b 
British economist. According to this plan, . 
many should make a bond issue, in order to 
obtain funds for the purchase of raw materials 
in America, and Great Britain, France, the 
United States and the other allied nations 
should guarantee this bond issue. This sug- 
gestion, which was purely informal, was, as the 
newspapers stated at the time, laid tentatively 
before the American financial delegates at 
Paris. My colleagues and I immediately took 
the ground that no proposition implying the 
guaranty in any way by the United States of 
foreign indebtedness could, or would, be con- 
sidered. 

“Any question, such as the international- 
ization of war debts, is of far too great im- 
portance to be made the subject of idle 
rumor. I cannot, however, find that an at 
tempt was made by the writer of the letter to 
obtain by inquiry from him or from some of 
his partners Mr. Morgan’s actual opinion.” 
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ST. PAUL CONVERTIBLE 5s 
A Good Investment 


Chicago, Milwaukee & St. Paul Convertible 
5s of 2014 are convertible into common stock 
at par up to February 1, 1926. The bonds are 
a direct obligation of the company, secured 
upon 9,742 miles of road and on 109 miles 
owned jointly and by lien on various other 
parts of the road. They are subject to $179,- 
315,000 prior liens. Interest on the bonds is 
guaranteed by the government while the rail- 
roads are under Federal operation. Prior to 
being taken over by the government the road 
earned its bond interest by a fairly good mar- 
gin. Although there is little prospect of any 
value accruing to holders of the bonds through 
the conversion privilege, it is believed that the 
bonds are a good investment. 


NORFOLK & WESTERN COM. 6s 
Privilege May Prove Valuable 


Norfolk & Western Convertible 6s of 1929 
are a high grade investment, possessing an 
exceedingly valuable conversion privilege en- 
titling holders to exchange their bonds for the 
common stock at any time after Sept. 1, 1919, 
at par. From the standpoint of yield as well 
as security the Norfolk & Western Convertible 
6s are superior to the Southern Pacific Con- 
vertible 5s. Both the Norfolk & Western Con- 
vertible 6s and the Southern Pacific Converti- 
ble 5s are direct obligations of the respective 
roads and neither of them are covered by 
mortgage. 


UNITED RYS. INV. COLL. TR. 5s 
Speculatively Attractive 

The United Rys. Inv. Coll. Tr. 5s are selling 
to yield about 10 per cent. These bonds are a 
direct obligation of the company, secured by de- 
posit of $44,200,000 common stock of the Phil- 
delphia company. They are also prior in lien 
90,000 convertible gold 6s of 1930 and 
$1,000,000 5 per cent notes of 1921. Interest 
was earned last year 1.39 times over. In the 
last ten years interest was earned by a fair 
margin. Nothing has been earned for the 
common stock in the last years, but a small 
balance was reported for the preferred. As 
the high yield of these bonds indicates, it is 
a speculative issue, but as such it is attractive. 


CHICAGO & )& ALTON 3%4s 

Road’s Earnings Not Impressive 
Chicago & Alton 3% per cent bonds of 1950 
are a direct obligation of the road, secured by 
a direct lien upon all the property of the ." 

Chicago & Alton. They are covered b 

mortgage lien on 680.26 miles of railroa 
Illinois and 294.75 miles of leasehold. The 
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road has made a very poor showing for a 
great many years, and under the guaranty of 
the government is not entitled to any compen- 
sation on any of its stock outstanding. The 
bonds are speculative, and Chile Copper 6s or 
Allied Packers Debenture 6s seem more at- 
tractive. 
“MOP” GEN. MTGE. 4s 
On Bargain Counter 

Missouri Pacific General Mortgage 4s of 
1975 are secured upon the entire property of 
the road, but subject to the first and refunding 
5s as well as to the Prior Lien. Missouri 
Pacific emerged from a drastic receivership 
when those bonds were issued under the plan 
of readjustment in exchange for certain securi- 
ties of the old company. We believe these 
bonds are a safe investment about as good as 
any other railroad bond bringing a similar re- 
turn, and that the railroad situation is not as 
bad as it looks on the surface. There is little 
doubt that the element of fear has been a vital 
factor, affecting the decline in railroad stocks 
and bonds, and consequently it appears that 
such securities are now on the bargain counter. 
It seems advisable to buy railroad bonds. 


SHAFFER OIL ist MTGE. CONV. 6s 
Unseasoned but Attractive 

Shaffer Oil & Refining Co. First Mortgage 
Convertible 6s of 1929 are guaranteed, prin- 
cipal, interest and sinking fund, by the Stand- 
ard Gas & Electric Co. by endorsement. These 
bonds are convertible at par into the partici- 
pating preferred 7 per cent cumulative stock 
at 105 with adjustment of interest and divi- 
dends. They are a direct obligation of the 
company, secured by a first lien on the entire 
system of all properties. This company was 
incorporated to acquire the oil interests of C. 
B. Shaffer and will be controlled by the Stand- 
ard Gas & Electric Co. through ownership of 
a majority of common stock. Because the 
company has been in existence only a very 
short time it would not be considered how- 
ever that they are seasoned. The bonds are 
attractive and entitled to a fair rating as a 
speculative bond. 


FISHER BODY 6% NOTES 
Adequately Secured 

Fisher Body Corporation 6 per cent Serial 
Notes are a direct obligation of the corpora- 
tion and there is no other funded indebtedness. 
The interest requirements were earned in the 
past three years more than seven times over. 
We believe the notes are a good investment. 
In the year ended April 30, 1919, the company 
earned $6.49 a share compared with $14. 
1918 and $9.51 in 1917. The company is a pro- 
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ducer having only six or seven customers and 
an excellent reputation for quality work, so 
that it is not necessary to maintain any selling 
organization. The smaller earnings in the 
1919 fiscal year were due to the aeroplane 
work which was being done and which retard- 
ed the automobile output. 


JEWEL TEA PFD. 

The “Green Coffee” Situation 
Jewel Tea has outstanding $3,760,000 7 per 
cent cumulative preferred stock and a dividend 
requirement calling for only $263,200. In 1918 
net income amounted to 5,738, compared 
with $1,558,351 in 1917, and $1,479,673 in 1916. 
The balance for the preferred in 1918 amount- 
ed to 24.81 per cent compared with 39.55 per 
cent in 1917 and 36.99 per cent in 1916. The 
preferred dividend is very well secured. The 
company has recently found difficulty in mark- 
ing up the retail price of coffee to keep pace 
with the increasing cost of green coffee. This 
is important, as coffee sales represent 55 per 
cent of total gross business. The preferred 
dividend has regularly been paid. There is 

some doubt on this subject at present. 


CALIFORNIA PETROLEUM PFD. 
Back Dividends May Be Paid Off 

It is expected that California Petroleum will 
pay off the 2% per. cent accumulated dividends 
on its preferred stock. Estimated earnings 
this year are in the neighborhood of 9% per 
cent on the preferred. That is the 7 per cent 
regular dividend plus the 2% per cent back 
dividend, and on the common stock the bal- 
ance will be about 5.6 per cent. Last year’s 
earnings amounted to 7.82 per cent compared 
with 4.49 per cent in 1917 and 1.19 per cent in 
1916. The company has recently acquired 
leases of 327 acres of prospective oil land in 
the North Texas Field. Production is said to 
be around 4,000,000 barrels a year, and on the 
basis of present prices profit of $1 a barrel 
can be realized. It is believed the stock has 
attractive speculative possibilities, especially 
so because of the cleaning up of the back div- 
idends on the preferred and the possibility of 
later inaugurating dividends on the common. 


STANDARD GAS & ELECTRIC PFD. 
Back Dividends to Be Paid in Stock 
Standard Gas & Electric Company’s direc: 
tors have passed a resolution to liquidate the 
13 per cent accumulated dividends on the pre- 
ferred issue. This is to be done by issuing 
new common stock at par to stockholders. The 
status of this company was comprehensively 
discussed in the April 26 issue of the MAGAZINE 
or Watt Street. No definite date for the pay- 
ment of back dividends has thus far been an- 
nounced. It is believed that it is advisable to 

hold this stock as an investment. 


MAXWELL CONSOLIDATION 
Prospects Encouraging 


Maxwell Motors has been consolidated with 
Chalmers Motor Corporation and a new 
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company called Maxwell-Chalmers Motor 
Corporation formed with an _ authorized 
capital stock of 800,000 common, no par value, 
and $3,150,000 preferred. Maxwell Ist pre- 
ferred holders are to receive 120 per 
cent in new stock plus $7 in cash; Maxwell 2nd 
preferred holders are to receive "6614 per cent 
in new stock; Maxwell common stock holders 
are to receive 70 per cent in new stock. Max- 
well has been building a plant at Detroit, which 
when completed will cost $12,000,000 and will 
give employment to 15,000 men. It is said the 
Maxwell and Chalmers together are 34,000 cars 
behind orders in their production. Present 
production of Maxwell is about 200 cars daily; 
Chalmers about 60 cars daily, or at the annual 
rate of 80,000 cars. The Government has not 
yet settled with Maxwell for war work, and 
when this is done the company will receive 
about $10,000,000 and will then be in a strong 
financial position. The prospects for Maxwell- 
Chalmers are quite bright for a long pull. 


AMERICAN TOBACCO 
Business Prospering 


American Tobacco reported July sales of 
$14,200,000, the largest in its history. Earn- 
ings of $33 a share were reported last year 
compared with $20 paid out in dividends, and 
judging from the present pace of the company’s 
business there is little reason to fear any re- 
duction in the dividend on stock. The stock 
should be held for a still further recovery. 


NATIONAL LEAD 
Good for Long Pull 


National Lead reports sales of white lead so 
far this year as being up to about the same as 
that in the similar period of 1918, but they are 
still about 30 per cent below the pre-war nor- 
mal figure. Earnings in 1918 amounted to 14.46 
per cent on the common stock compared with 
15.45 per cent in 1917. In the last ten years 
earnings of National Lead have averaged 
about 6.63 per cent annually. When one 
building is started in a full swing this com- 
pany should profit materially, and while its 
immediate prospects are rather gloomy, ulti- 
mately the company should do fairly well. It 
is a fair speculation for a long pull. 


ASSOCIATED DRY GOODS 
Earnings Take Sudden Leap 

Associated Drygoods Corporation was 
formed in 1916 to carry out a plan of reorgani- 
zation of the Associated Merchants Company, 
and the United Dry Goods Company, the latter 
company having owned a majority of the capi- 
tal stock of the former. Since organization 
earnings have amounted to 2.04 per cent in 
1918; 1.54 per cent in 1917, and 2.98 per cent 
in 1916. Earnings for the common this year 
are estimated at from 12 to 15 per cent, which 
of course, is a material increase over any of 
the previous years. According to an official of 
the company, the good earnings continuing, 
there is a possibility of inauguration of divi- 
dends on the common stock. The prospects 
for its future seem very 4 
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CRUCIBLE STEEL 
Why It Sells High 


_ Crucible Steel has had an enormous increase 
in market price due to the phenomenal earn- 
ings which have been reported during the past 
three years. In the fiscal year ended August 
31, 1918, earnings amounted to $48.25 per share, 
compared with $42.12 a share in 1917 and $45.89 
in 1916. Since the war started the company 
has earned $120 a share. Although the fiscal 
year 1919 has ended no definite estimate of 
earnings is available, and it is not expected 
that the annual report will be issued for some 
time. There is little doubt that at the higher 
prices the fluctuations in the stock were not 
governed purely by supply and demand. It 
appears best to leave it alone. Crucible Steel 
on August 31, 1918, had a book value of $153. 


CONTINENTAL CANDY 
Showing Good Expansion 


Continental Candy was recently listed on the 
New York Stock Exchange. The Income Ac- 
count for the six months ended June 30, 1919, 
filed with the N. Y. Stock Exchange authori- 
ties revealed net profits before taxes of $416,- 
311. The company is engaged in the manu- 
facture and sale at wholesale and retail of 
candies, confectioneries and allied products. 
It leases and operates plants in Jersey City 
and Chicago, and is about to erect a plant 
which will have a capacity of 100,000 pounds of 
candy a day. Last year the company pro- 
duced 20,000,000 pounds of candy, and thus 
far this year 11,000,000 pounds of candy have 
been produced. The company has outstanding 
500,000 shares of no par value. There is no 
preferred stock or bonded debt. The stock is 
not assessable. The shares, representing a 
new enterprise, are not entitled to an invest- 
ment rating, but as a speculation we believe 
Continental Candy has much to commend it. 


AMERICAN STEEL FOUNDRIES 
Expects Equipment Orders 


American Steel Foundries, last April, 
created an issue of $25,000,000 7 per cent pre- 
ferred stock, and reduced the par value of the 
common from $100 to $331-3 by the issuance 
of three shares for one of the old shares of 
common stock. The par value of the new 
stock was reduced. 

In 1918, this company paid 9% per cent on 
the common stock, which included an extra of 
2% per cent paid in Liberty Bonds. Earnings 
in the first six months of this year were equal 
to 11.62 per cent, or at the annual rate of 23.24 
per cent. In 1918, a balance of 13.59 per cent 
was reported; 30 per cent in 1917; and 19.89 
per cent in 1916. In 1914 and 1915 a deficit 
was reported on the common. The war has 
benefited the company very much, and the out- 
look for the company is very bright because 
its nine plants do one-third of all the steel cast- 
ing business for railway equipment, and it 
does more business than its four largest com- 
petitors combined. The need for equipment 


is so urgent that American Steel Foundries 
should get a very large share of the steel cast- 
ing business when once it is definitely decided 
to order the railway equipment which is 
needed. The present 9 per cent dividend ap- 
pears fairly secure for some time. 


WHITE MOTOR 
Business Rapidly Expanding 
White Motor Company may increase its 
capital stock from $20,000,000 to $30,000,000 to 
take care of its constantly expanding business. 
Recently its capitalization was increased from 
$15,000, to $20,000,000, but business is said 
to be piling up so rapidly that more capital is 
required. Last year earnings were $8.38 per 
share compared with $11.88 in 1917 and $13.88 
in 1916. The company is a comparatively 
young one having been formed late in 1915 and 
owns and operate an extensive modern plant at 
Cleveland, Ohio. Its latest balance sheet 
showed a profit and loss surplus of $6,621,476. 
This was largely offset, however, by $5,383,910 
in good will, patents, trade marks, etc. 
The stock has attractive speculative possibili- 
ties. 


PIERCE OIL CORP. 
A Fairly Attractive Buy 
Pierce Oil Corporation has recently reported 
an income statement for the eleven months 
ended November 30, 1918, showing net of $3,- 
343,151, compared with surplus after charges 
and taxes of $1,044,861 in 1917, $1,495,738 in 
1916, and $16,787 in 1915. In May this year, 
shipments of the company amounted to 131,544 
barrels compared with 68,181 in April. The 
company is formulating aggressive expansion 
plans and is a growing oil concern of excellent 
prospects. No estimate of current earnings are 
available. The company seems to be very 
backward in its policy of publicity, but now 
that it is listed on the New York Stock Ex- 
change possibly it will change in that respect. 
The stock is regarded as a fairly good specu- 
lation. 


—_— 


WESTERN UNION 
Cable Business Lucrative 

Western Union Telegraph was placed on a 
7 per cent annual dividend basis in March, 
1918. The company benefited from the enor- 
mous cable business which the war brought, 
and earnings in the last four years have been 
considerably in excess of those reported in the 
pre-war years. Western Union earned $11.64 
a share in 1918; $14.40 a share in 1917; 
$13.59 in 1916 and $10.19 in 1915. Previous 
earnings always amounted to less than 6 per 
cent. There is little doubt that communica- 
tion with foreign countries will probably be 
much in excess of that during pre-war years, 
becausé of the close relations between coun- 
tries which have resulted. Western Union 
consequently should benefit thereby. The 7 
per cent dividend on the stock seems fairl 
secure, and ultimately the stock ought to sell 
higher. 
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N. Y., CHICAGO & ST. LOUIS 
Great Earnings Improvement 

New York, Chicago & St. Louis is not en- 
titled to any compensation on its common stock 
from the Government under the terms whereby 
the railroads were taken over for Federal 
operation. In 1918 the road made a splendid 
showing, reporting earnings of 10.84 per cent 
on the common stock compared with 0.36 per 
cent in 1917. Net earnings of the road in the 
first six months this year amounted to $2,303,- 
000 compared with net of $461,000 in the cor- 
responding six months a year ago. In view of 
the splendid current showing of the road, the 
stock has very good speculative possibilities. 


GREENE-CANANEA 

Awaiting Copper Prosperity 
Greene-Cananea passed its dividends on its 
stock last May and thus far this year has cur- 
tailed production so that for the first seven 
months an output of 21,400,000 pounds of cop- 
per was reported. Last year the company 
produced 53,270,000 pounds of copper. Be- 
cause of the higher prices for silver, the 
production of the white metal has ‘been 
bolstered up considerably so that for the first 
seven months an output of 893,318 cunces was 
reported compared with 1,698,010 ounces in the 
full year 1918. Greene-Cananea has a good 
property, and in the event of a rising market 
for copper stocks, which seems probable, it 

should share in the upward movement. 


SOUTHERN PACIFIC 
Undervalued at Present Price 

Southern Pacific, like the other railroads, 
was affected by the break in security prices, 
and at present levels we consider it a bargain. 
A decision favorable to Southern Pacific was 
recently rendered by the court defining the 
status of its oil holdings, but because there is 
a possibility of the Government appealing from 
this decision, Southern Pacific has been a lag- 
gard marketwise. Eminent lawyers have 
voiced the opinion that Southern Pacific has a 
valid title to the oil lands which were the 
subject of litigation. Disregarding the wonder- 
ful possibility which might accrue from the oil 
holdings, Southern P., purely as a railroad en- 
terprise, is entitled to sell at its present price. 


U. S. INDUSTRIAL ALCOHOL 
“Alco-Gas” Developing 
U. S. Industrial Alcohol recently doubled its 
capitalization from $12,000,000 to $24,000,000, 


new stock being offered to common stock- 
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holders on a share-for-share basis at $70 a 
share. This new financing was done largely 
for the purpose of developing the manufacture 
and sale of alco-gas, a successful new fuel for 
motors, and especially for aeroplane engines, 
which, it is said, has been successfully used by 
the Government. It is reported in some quar- 
ters that this fuel can be manufactured more 
cheaply than gasolene. 

It was feared that the new financing might 
endanger the present 16 per cent annual divi- 
dend, but an official of the company has stated 
that on the increased capitalization an 8 per 
cent rate would be maintained. That would 
mean practically the same dividend which is 
now being paid. This new product adds possi- 
bilities to the stock, which makes it attractive 
at present levels as a speculation. 


INSPIRATION 
Reduced Dividend Fairly Safe 


Inspiration succeeded in cutting costs during 
the first six months, but due to a curtailment 
of production the dividends for that period 
were not fully earned. Last March the divi- 
dend was reduced from $8 to $6 per share, and 
in view of the improvement in the copper situ- 
ation there is good reason to believe that this 
dividend can be continued. In the first seven 
months of this year Inspiration produced 45,- 
200,000 pounds. Last year production totaled 
96,525,000 pounds compared with 80,566,982 
pounds in 1917. Inspiration earned $6.96 in 
1918; $9.38 in 1917; $17..45 in 1916. Inspiration 
has been a big producer for comparatively few 
years, and is as yet only a young mine. As 
such its possibilities are very good. The com- 
pany is in a very strong position, having on 
September 31, 1918, cash amounting to $13,- 
928,171. On a rising market for the red metal 
such as seems to be indicated there are excel- 
lent prospects that the dividends on Inspira- 
tion may later be substantially increased. 


AMERICAN AGRICULTURAL 
Earnings Should Improve 
American Agricultural Chemical recently 
suffered a severe decline chiefly because of the 
disappointment over the poor earnings report 
for the year which showed a balance only 
slightly in excess of the dividend requirements 
compared with $35 a share in the previous 
year. The shrinkage in earnings was due to 
the readjustment in the affairs of the com- 
pany caused by the signing of the Armistice 

and the termination of the war. 





SUGGESTIONS IN REGARD TO INQUIRIES 


The heavy volume of inquiries which this publication is receiving makes it necessary to ask our sub 
scribers to ——— with us in order that we may maintain and improve the high quality of service which 


the Investors’ 


Not more than three inquiries be submitted at one time. 


ersonal Service Department renders to our readers. 


We therefore suggest that: 
Occasionally a subscriber sends in a long 


list of securities, asking for an opinion on each, The careful manner in which the Department handles its 
inquiries makes it impossible to give same the immediate attention necessary, without slighting other inquiries. 
Trial subscribers are entitled to an opinion on ONE security, in terms of our “trial offer.” 
3. In case an immediate answer is desired on more than three securities, we make a charge of $1 each 
for the additional number (but not to Investment Letter subscribers). 
Enclose stamp or stamped self-addressed envelupe. 
The above suggestions are drawn up for the benefit and protection of our subscribers and those inquiries 


which conform with them will receive first attention. 
SPECIAL ANALYTICAL REPOR 


analysis of a sccurity or a subject 
euch work. We ccmpile many 


ports o 


hen a reader wishes a_ special 
we will be pleased to submit an estimate 2f 
£ this kind which are highly valued by purchasers. 


investigation or a _ special 
the special charge for 





Current Bond Offerings 


Briefly Discussed and Analyzed 


ISSUE 


Government and Municipal: 
xBelgian Government Restoration 5% Loan of 1919. 
xU. S. 4%% Treasury Certificates of Indebtedness. . 
xU. S. 4%% Treasury Certificates of Indebtedness. 
xCity of Yonkers Registered 5s a 
Cleveland Heights Schoo: District 5s 
Greenwood County, C., Highway 5s 
xCity of Memphis Coupon 5s 
City of Richmond Street and Park 5s.... 
City of Niagara Falls School 44s 
Essex County, N. J., Hospital and Road 4%s.. 
Railroad: 
xNew York Central One-Year 6% notes.. 
Public Utilities: 
xManila Electric R.R. & Lighting 7% notes........ 
Chicago, North Shore & Milwaukee 6% notes.. 
Ashland (Wis.) Light, Power & Street Ry 7% notes 
Industrial: 
xRobbins & Myers Company 6% serial notes. . 
xUnited Iron Works, Inc., First S. F. 7s... 
Pennsylvania Tank Line Car Eqvipment 6s. 
xFranklin Manufacturing Co., First 6s.. 


YIELD TO 


MATURITY MATURITY 


OFFERING 
PRICE 


March, 1920 
Sept., 1920 100 
100.34@109. 
100.47 @ 104.2 
103% 


~74 
101.20@ 103.98 
991% 
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aot otetetetes 
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4 
105.16@ 106.69 


1920-49 


$ 


Sept., 1920 99% 


an 
4. 
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Sept., 1922 98% 
Aug., 1920 99.29 
Aug., 1922 98.70 
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Nan 
unun 
One 
ro 
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1920-24 
June, 1936 
1921-28 
1926-23 


98% @100 
99% 


Ya 
97.42@99.76 
96.38@100 


(a) Exempt from Federal Income tax, including surtax. (b) Company pays normal income tax to the 
amount of 2%. (c) Exempt from Federal, State and Municipal taxation as to interest and principal, except- 
ing estate and inheritance taxes. (d) Available in $1,009 and $500 denominations. (e) Available in $500 and 


$100 denominations. (f{) Exempt from State and local 
deductions from Federal income tax up to 4% so far 


Betcian Government Natrona Restoration Loan. 
Loan is free from all Belgian taxation, present and 
future, and is issued in denominations of 1,000 francs 
and upward. Normal value of franc 19.3; now 
around 12.6c. Cost price depends upon rate of Bel- 
gian franc exchange. Bonds to be redeemed by Bel- 
gian Government, but not before June 1, 1934. Pur- 
chase of this issue and others of similar character will 
aid to correct exchange situation, thereby offering 
greater opportunity for American exports to Belgium, 
and as exchanges move closer to normal they will 
give American investors opportunities for large prof- 
its. Exact yield on bonds depends on condition of 
exchange when issue is bought and when interest is 


id. 

Unrtep States Treasury Certiricates. Both of 
thesc, Series T9 and T10, are issued in anticipation 
of tax receipts. Certificates will be accepted at par in 
payment of income and profits taxes payable at their 
maturity, and any series of certificates maturing on 
or after September 15, 1919, will be accepted in pay- 
ment of these two series. Interest on any amount 
held exempt from local, state and Federal normal 
income taxation, and income on an aggregate of 
$5,096 of U. S. certificates of indebtedness and Lib- 
erty 4s and 4%s shall be exempt from all taxation 
except estate and inheritance taxes. Coupon certifi- 
cates in denominations of $500, $1,000, $5,000, $10,000 
and $100,000. 

American Municipats. All high-grade issues and 
some of the higher yields very attractive considering 
the high degree of the security and the tax exemption 
privileges. City of Yonkers 5s, $23,500, mature each 
April 1 and $5C,200 each September 1. Available in 
$700 denominations. City of Memphis, each April 1, 
$6,000 mature; each July 1, 1925 to 1934, inclusive, 
$15,000 mature, and each July 1, 1935 to 1939, inclu- 
sive, $10,000 mature. 

New Yorx Centrat 6% Notes. Offered to amount 
of $15,000,000 to provide funds for the payment of a 
like amount of 5% notes maturing September 15 
Notes to be secured by pledge of $20,000,000 of New 
York Central refunding improvement 4%s, a high- 
erade issue, and 75,000 shares of Reading Company 
first preferred, the collateral having 2 value in excess 
of 120% of the amount of notes to be issued. A well 
secured issue and yield attractive. 


and from Federal normal income tax. (g) Without 


us is legally permitted. (x) Discussed in text. 


Mawita Ecectric R. R. & Licutinc 7% Nores. 
Company furnishes the entire street railway, electric 
light and power business to the city of Manila, P. L., 
and environs. Electric railway lines total 47 miles 
of standard gauge track. Electric plant has rated 
capacity of 12,333 horse power and will soon be in- 
creased to 18,000 horse power. Interest earned with 
wide margin. ‘Tax refundable in Pennsylvania. A 
fairly well secured investment, and yield makes it 
quite attractive for those looking for high-yielding 
chert term issues. 

Ronpins anp Myers 6% Notes. Company, estab- 
lished in 1878, in the foundry business, has special- 
ized in the manufacture of small electric motors for 
over 17 years. Sales have shown a remarkably steady 
and large growth. Asset position of notes very strong 
and interest charges well protected by large earnings. 
Proceeds of this issue will be used to reduce floating 
indebtedness of company. Prospects for 1919 very 
favorable. A well secured note, but yield not very 
large. 

Unitep Iron Works 7s. Company owns and op- 
erates seven piants located near the oil and mineral 
districts of the Southwest, where it manufactures all 
classes of equipment and machinery used in these in- 
dustries, including the erection of complete oil refin- 
erics and tanks and complete smelting and concen- 
traitng plants. Company is stated to be booked to ca- 
pacity for about 6 months. Earnings of company have 
increased from $50,000 in 1903 to $687,526 in the year 
ended May 31, 1919. Current earnings are at rate of 
about 5% times interest requirements on this issu 
Tax refund in Pennsylvania and Massachusetts. 

FRaNKLIN ManuFacturinc 6s. Company, incorpo 
rated in 1898, engages in manufacturing journal box 
packings, asbestos products and the well-known branJ 
of 85% magnesia used for heat insulation on locomo 
tives and stationary boilers, heating plants, etc. 
Transportation and fuel arrangements very satisfac 
tory. Customers some of tie* largest industrial com- 
panies and a number of these have used this com 
pany’s products exclusively for many years. Bonds 
issued to retire floating debt and to provide working 
capital for expansion. Interest charges earned with 
good margin. Prospects stated to be very bright 
Free of Pennsylvania state tax. 
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BOND BUYER’S GUIDE 


Arranged by F. M. Van Wicklen 


IS table includes many of the active bonds listed in the New York Stock Ex- 

change. They are classified but not necessarily recommended. An endeavor has 

been made to arrange them in the order of desirability as investments, based upon 

security of principal and income return. The arrangement belows attempts to bal- 
ance these two factors. This table appears in every other issue of this magazine. 
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Sept. 
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Price, 
Sept. 


Foreign Government Bonds font. i= 6s, oe 
Approx. Approx. alt io 6s, 1929 
oy APT TReading Gen. 4s, 1997 
Sept. 18. Sept. 18. Second Grade: 
*St. L.-San F. P. L. 4s, 195 
Den. & R. Grande Cont. 4s, 1936 
Mo, Pac. Ref. 5s, 1923 
Ches. & Ohio Conv. 4%s, 1930 
Ches. & Ohio Conv. 5s, 
So. Pac. Conv. 4s, 1929 
tSo. Pac. Conv. 5s, 1934 
. Rock I. & P. Ref. 4s, 19 
& So. Ref. 4%s, 1935 


ee Approx. 
RAK 

a 

$s 
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U. K. Gt. Brit. & 4 Sus, 1937 
Paris 6s, Oct. 15, 
*Anglo-French 5s, ja 97 
*Jap. 2nd Ser. Ger. Sept’ iu 1925 (par 
value $974) 

U. K. Gt. Brit. & I. 5 as, Nov., 1921. 
Dom, Canada 5s, April, 1926 
Dom. Canada 5s, April, 
Dom, Canada 5s, April, ? i 
*French Cities * ov., *Pere Marquette 5s. 

. Gt. Brit. & I. 5%s, Nov., 1919.... L 

Mo. Pac. Gen. 4s, 1975 


Railroad Bonds Legal for New York State Erie Cons. 4s, 1996 
: Savings Banks Cc. C. C. & St. L. Gen. 4s, 1993 
First Grade: Western Pacific 5s, 1946 
i Pac. Ref. 4s, 2908. Mo, K. & Texas Ist 4s, 
St. L. So. West. Ist 4s, 
West. Md. Ist 4s, 
tErie Gen. 4s, 1996 
Chic. Gt. West. Ist 4s, 
Southern Gen. 4s, 1956 
Chic. & West. Ind. 4s, 19 
Erie Conv. 4s, “D,” 1953 
Industrial Bonds 


Western Elec. Ist 5s, 1922 
*Midvale Steel 5s, 
*Beth. Steel Ref. 5s, 1942 89 
7Central Leather Ist 5s, 1925..........-+ 97% 
Va. Car. Chem. Ist Se, 1923... .ccccccce 95% 
Beth. Steel Ext. 5s, 1926 

Armour R, E. 4%s, 1939 
“= Smelt. & Ref. Ist a 

Rep. I. & Steel 5s, 1940 
tt ackawanna Steel Cons. 5s, 1950.. 

S. Steel 5s, 1963 
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Fe Gen. 4s, 1995 
Nor. Pac. > &. 4s, 
C. & North West. ang = 1987 
Union Pacific Ist 4s, 1947 
+Union Pacific Ref. 4s, 2008 
*Norf. & West. Cons. 4s, 1996 
N. Y. Cent. Ist 3%s, 1997 
Lake Shore Ist 3%s, 1997 
M. St. Paul & S. S. Marie Sons. 4s, 1938 82 
Illinois, Cent. Ref. 4s, 1955 78 
Nor. Pacific Ref. 4%4s, 2047 
M. & St. Paul Gen. 4s, 1989 
Del. & Hudson Ref. 4s, 1943 
Nor. Pacific Gen. 3s, 2047 
| ang = ad te ioee aE Steel ist 5s, 
Second Grade 4 National Tube 18st Ss, 
"CM. & St. Paul Conv. 43s. 1932 Big gh FS Pat 
& St. Paul Ref. 4¥4s, 2014 Am. Cotton Oil Deb. 5s, 1931. 
Cc M. & St. Paul me 63 2014 Inter. Mer. Mar. 6s, 1941.. 
N. Y. Cent. Ref. 4%, 2 Gen, Elec. Deb. 5s, 1952.. 
Railroad Bonds Not Legal for New York State sCom. Tab, gs lay Mag + 
Fi Grede: Savings Banks Int. Agricul. 5s, 1932.. 
nS Te C 4s, 1921 Wilson & Co. 6s, 1928. 
U. puri 2, Joint s, Braden Copper 6s, 193] 
Teen ee tChili Copper 65, 1932. 
hio Colorado Ind. 5s, 1934. 
Col. Fuel & I. 5s, 1943.. 
Texas Co. Deb, 63, 1931.. 
Public Utility Bonds 


*Am. Tel, & Tel. Conv. 6s, 
*Am. é & Tel. Coll. 4s, 
*Am. & Tel. Coll. 5s, 1946 
“Consol. Gas N, ¥. C 
Y. Telephone 
tut. Rap. Tran. R 
Columbia Gas. & 
Public Serv. C. 
New York Tel. 6s, 
West. Union Tel. 43 
Hudson & Man. Ref. 3s, Ep 


*In denominations of $100, $500 and $1,000. 
+ In denominations of $100 and f . 
§ In denominations of $500 and $1,000. 
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in h Valley 6s, 1928 
¥. Cent., L. S. Coll. sis, 1998 
RE, Cons. 5s, 1995 
§Chic. Union Sta. oe” 1963. 
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C. Rock & Gen, 4s, 1988 
Illinois Cent, $s, 1934...... 
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Southern Pacific Wins Big Victory 


Minimum of $126 a Share May Be Added to Common Stock—Elk 
Hills Decision Expected Soon and Should Settle Oil 
Lands Litigation 


By ARTHUR C. WATT 


HE recent victory of the Southern 

Pacific Company in the oil land liti- 

gation with the Government is esti- 
mated to have added a minimum of $421,- 
000,000 to the equities behind the common 
stock pending final decision of the United 
States Supreme Court. 

Steps are now being taken by the Gov- 
ernment to appeal the case but it may re- 
quire some months before the motion can 
be prepared and acted upon. In the mean- 
time interest is being directed upon the 
outcome of the Elk Hills case, now before 
the Supreme Court. While the lands in- 
volved in this litigation are said to be 
worth more than $18,000,000, yet of far 
greater importance is the question at issue 
upon which a decision rests, i. e., whether 
the lands were known by the company to 
be mineralized lands at the time of applica- 
tion for the patents. 

Two courts already have decided that 
such a fact was not known and if the Su- 
preme Court sustains the opinion of the 
Court of Appeals in the Elk Hills case, it 
is very likely that “Civil 46” case (recently 
decided by the U. S. District Court) will 
be decided likewise and settle for all time 
Southern Pacific’s title to the oil lands. 
The Elk Hills case was argued before the 
Supreme Court last March and a decision 
is expected to be handed down in October. 

After the suits were started, Southern 
Pacific was enjoined from drilling any 
more wells on the lands and an effort also 
was made to prevent the company from 
using any oil from the wells then produc- 
ing until a final decision was rendered. 
The Court held, however, that the company 
was a solvent concern performing an im- 
portant public service which would be ad- 
versely affected by such a restraining order, 
owing to S. P.’s entire dependence upon 
oil for fuel in operating its train service 
and the consequent necessity of the com- 
pany to enter the open market for its sup- 


y. 
Therefore, the company has continued to 
draw oil from its producing wells but can 
do no further drilling unless, in the discre- 
tion of the Court, conditions make such 


action necessary. An accounting is kept 
of all oil drawn from the disputed lands 
and if the company should eventually lose 
its case, it would be obliged to account to 
the Government for the value in money of 
the oil used. 

It is thought in well informed circles, 
however, that the decisions of the lower 
courts will be sustained in favor of the 
company and as oil prices have advanced 
since the Government made its rough esti- 
mate of the lands valuation, the restric- 
tions on drilling apparently have resulted 
in the creation of additional values for the 
oil that has not yet been drilled for. 

The active wells have naturally shown a 
steadily diminishing production and al- 
though the company is receiving oil for 
fuel from its subsidiary companies and 
oil departments, the supply has been inade- 
quate to meet the demand for railroad oper- 
ations and it has been forced to draw some 
upon outside agencies. It is believed that 
owing to this condition, together with the 
recent decision and the custom of courts in 
similar cases where an appeal is being taken, 
the injunction against any further drilling 
by the company may be vacated thereby re- 
leasing a portion of the large oil areas for 
active field operations. 

Values Involved 

The value of these lands, aggregating 
about 162,000 acres, was estimated by the 
Government in 1917 to be “in excess of 
$421,000,000.” On the basis of 3,064,737 
shares outstanding on June 3, 1919, 
this minimum valuation amounts to ap- 
proximately $137 a share for the common 
stock. These lands are included with the 
other assets in the 1918 balance sheet of 
the company under the classification of 
“Miscellaneous Physical Property,” all of 
which is given a valuation of only $31,805,- 
766.84, although just what proportion the 
disputed lands represent, it is impossible 
to say. 

Deducting the entire item of $31,805,- 
766.84, which amounts to about $11 a share, 
it would seem that a minimum value of 
around $126 a share has been added to the 
equities behind the common stock (in ex- 
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cess of $200 a share) without allowing for 
the values involved in the Elk Hills case 
(now pending), which are reported to be 
$18,000,000, or more than $6 a share. The 
foregoing figures are based upon the shares 
outstanding on December 31, 1918, plus the 
additional stock estimated to have been 
since issued in exchange for the convertible 
debentures. 
Other Oil Holdings 

The Southern Pacific Company owns all 
of the stock of the East Coast and Rio 
Bravo Oil companies. East Coast oper- 
ates in Mexico and Rio Bravo has impor- 
tant properties in Texas and Louisiana 
which are paying well. 

S. P.’s subsidiaries and its oil depart- 
ments are not engaged in producing oil for 
commercial purposes, but the parent com- 
pany owns a fraction over 50 per cent, or 
control, of the Associated Oil Company (in 
California), whose annual production is 
said to be about 10,000,000 barrels. In 
1918, this company earned $4,541,306.73 
after liberal allowance for taxes and de- 
preciation. 

In the event of the current litigation be- 
ing settled in favor of Southern Pacific, 
the company’s oil holdings may become so 
valuable (owing to increasing oil prices) 
that it will be practically forced to find a 
way by which it can enter the commercial 
field owing to the large quantities of oil 
that can be drawn upon in excess of oper- 
ating needs. Another factor which may 
eventually contribute to this policy is the 
company’s control of sufficient water power 
in California and Oregon to electrify its 
Pacific system lines in case oil should ever 
reach a price making it more profitable to 
market it and substituting electricity for 
motive power. 

These are possibilities of the somewhat 
distant future, no doubt, but electrification, 
if it comes, will not catch the S. P. nap- 
ping. In the meantime its immense oil 
supply amounts to so much “coal in the 
bin” insofar as railroad operations are con- 
cerned and stockholders of the present gen- 
eration will receive only a relatively small 
proportion of this asset unless the com- 
pany decides to market some of its oil sup- 
ply which will be abnormal, to say the 
least, if the Supreme Court’s decision is 
favorable. 

As a Railroad 

Southern Pacific has long been consid- 
ered one of the best managed as well as 
one of the largest earning railroad systems 
in the United States. It is equally well 
known for the morale of its operating or- 
ganization, which is second to none, due to 
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the fact that prior to the Federal control 
the average wage scale of its employees 
was higher than that in effect on the other 
roads in its territory, which also means 
those lines in other parts of the country. 
The Government has since standardized 
the various scales, however, which affected 
Southern Pacific’s competitors somewhat 
more adversely owing to the greater pro- 
portion of increase necessary. 

Operating revenue in 1918 under Fed- 
eral control showed an increase of 14.25 
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per cent over the previous year under pri- 
vate management, but owing to the in- 
creased costs, which amounted to 34.93 
per cent, net revenue fell off 19.74 per cent. 
Up to August 1, 1919, railroad earnings 
had continued to fall off, but an improve- 
ment is expected for the remainder of the 
year in line with a corresponding increase 
which has usually taken place during that 
period in previous years. The principal 
reason for the decline is the increase in 
operating costs without an advance in 
freight and passenger rates, but another rea- 
son probably is the movement of troops and 
supplies over the lines of the S. P., which 
under the terms of its Federal land grants 
many years ago, is obliged to perform this 
service free over certain parts of the sys- 
tem. 
Income 

The Southern Pacific issues listed on the 
New York Stock Exchange ure those of the 
holding company, consequently the entire 
income is dependent upon dividends paid 
by the companies whose securities it owns. 

Income on the common stock amounted 
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to 10.98 per cent in 1915, 12.63 per cent in 
1916, 17.65 per cent in 1917 and 10.38 per 
cent in 1918. A 6 per cent dividend has 
been paid regularly for the last ten years 
and is amply protected by income which in 
the aggregate for the four years men- 
tioned amounted to more than double the 
dividend requirements. 

Inasmuch as Southern Pacific’s income 
from other sources this year will not be 
made public until the annual report is re- 
leased, a correct estimate of all operations 
te date cannot be made at this time. The 
company’s pre-war average transportation 
income is guaranteed by the Government, 
however. 

Assuming that the railroads will be re- 
turned to their owners by June 30, 1920, 
and that an advance in some rates will be 
made, Southern Pacific should forge ahead 
very rapidly under the direction of its 
president, J. Kruttschnitt, who is acknowl- 
edged to be one of the ablest operating 
executives in this country. 

Another factor not to be overlooked is 
the possibility of ‘an improvement in the 
Mexican situation which should reflect fav- 
orably upon Southern Pacific’s investment 
of about $50,000,000 in railroad properties 
in that country. Construction was halted 
by unsettled conditions but the company 
has been able to maintain almost continuous 
operation of the larger part of its 1,350 
miles ever since the road was opened for 
traffic nearly nine years ago. Revenues 
have paid operating expenses but not fixed 
charges, with the result that a substantial 
deficit has piled up. The road taps rich 
agricultural and mining territories which 
are capable of great development. 

Southern Pacific is such a big proposi- 
tion that one cannot adequately discuss its 
possibilities in the limited space of a few 
pages. Through subsidiaries it owns 
10,822,450 acres of land in addition to its 
interest in litigation over lands held by the 
Oregon & Washington Railroad. As no 
classification of these lands has ever been 
made public, one cannot form any correct 
estimate of their value. The area includes 
a rich timber supply, agricultural and pos- 
sible mineralized lands as well as thousands 
of acres of desert lands. Some oil shale 
lands in Nevada are now being developed 
jointly by the company and the Govern- 
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ment and may prove of considerable value. 
Conclusion 


Southern Pacific has outstanding an issue 
of convertible debenture 4’s due June 1, 
1929, the conversion privilege on which 
expired June 2, 1919. This security is 
quoted at around 82 on which basis the 
current yield is about 5 per cent or better 
than 6 per cent to maturity. 

The company has another issue of con- 
vertible 5’s due June 1, 1934, which are con 
vertible into common stock at par of $100 
a share (with adjustment of interest and 
dividends) up to June 1, 1924. Theoreti- 
cally, prices of a convertible issue rise with 
the prices of the security into which it is 
convertible and when the latter falls, the 
convertible issue should substantially hold 
its investment position around par. South 
ern Pacific 5’s, however, have moved in 
sympathy with the prices of the common 
stock, as will be noted from the graph, and 
are now quoted at around 100 with a cur- 
rent yield of slightly less than 5 per cent. 

Either of the foregoing issues is a fair 
investment at the prices quoted. The con- 
vertible 5’s are more popular because they 
possess what amounts to a “call” on the 
common stock at $100 a share and any 
market demonstration in that issue is im- 
mediately reflected in the quotations for 
the debentures. 

In view of the big equities behind the 
common stock, the company’s excellent in- 
come record and favorable prospects in the 
oil lands litigation, which may be perma- 
nently settled next month, it is the writer’s 
opinion that purchases made at or around 
present levels of $98 will return a very 
satisfactory profit within the next year 
during which time one should receive an 
investment return of better than 6 per 
cent on his money, unless the question of 
safety is so paramount to a buyer in that 


‘time that he would prefer to sacrifice about 


I per cent. in income and hold the converti- 
ble 5’s. It was one of E. H. Harriman’s 
ambitions to place Southern Pacific com- 
mon on a Io per cent basis and although 
no change in the present 6 per cent rate is 
expected for some time to come, an in- 
crease represents another interesting possi- 
bility for those stockholders who buy for the 
“long pull.” 





Vanadium Trails Other Metals to Wall St. 


What Is Vanadium Used for?—The New Company — Earnings and 
Asset Value of Vanadium Steel 


By JOSEPH B. COWETT 


W*y down (but high up) in Peru lie 
the Mina Regra vanadium mines, 
about 18 miles by trail west of the 
Hauraucaca smelter. The deposit had been 
located a number of times for coal, but was 
abandoned each time because of the high 
sulphur content. In 1905, Antenor Patron, 
engineer for E. E. Fernandini, the owner of 
the deposit, discovered that it was rich in 
vanadium. Shortly after this the property 
was purchased by the American Vanadium 
Company from Mr. J. J. Flannery of Pitts- 
burg, who acquired the property from the 
original owner. 
This company, incorporated in February, 
1906, has been operating quietly, making 
“much money but exciting very little public 
interest. Its capitalization is only $700,000 
common stock with par value of $100. It 
was controlled by the Flannery interests of 


Pittsburg, who had originally purchased the 
deposits from E. E. Fernandini, and aside 
from Mr. J. L. Replogle and Mr. Joseph De 
Wyckoff, president and director, respec- 
tively, the directorate is composed of inter- 


ests of essentially local character. Mr. 
E. E. Fernandini, original owner of the de- 
posit, is vice-president and operating man- 
ager in Peru. 

However, the recent announcement of the 
formation of the Vanadium Corporation of 
America and the appearance of its shares on 
the Curb, where they have seen much activ- 
ity, have served to introduce the property to 
Wall Street and to make it a matter of great 
public interest. 

Vanadium and Ferro-Vanadium 

The Peruvian deposits controlled by the 
Vanadium Corporation are the chief source 
of supply in the world, supplying about 90 
per cent. of the world’s production of va- 
nadium ore. A much smaller source of sup- 

ly is located in the vanadium area around 

lacerville, Colo. Vanadium is a metal 
whose wide use has been developed within 
the past ten years. 

The Peruvian ore body is a lens-shaped 
mass having a length of about 300 feet and 
a maximum width of about 30 feet, oriented 
with a strike approximately parallel to that 
of the enclosing rocks, but with a westerly 
dip steeper than that of the shales. The ore 
mined is essentially a sulphide ore, and is 


stated to contain about 25 per cent. of the 
metal. The deposits are stated to have a 
proven vanadium content of about 36,000,- 
ooo pounds, and the engineers estimate the 
total vanadium in the mines at more than 
100,000,000 pounds. 

The ore is roasted in Peru, and is then 
shipped in bags to Bridgeville, Pa., a small 
town near Pittsburg, to be smelted or re- 
duced to ferro-vanadium. The metal has a 
very high melting point, so that in its pure 
state it would be very difficult to use as an 
alloying material, and besides the obtaining 
of the absolutely pure metal is practically 
impossible and in fact has never yet been 
accomplished. The physical properties of 
vanadium are such that it cannot be fabri- 
cated and consequently it is only produced 
commercially in the form of an alloy, 
the principal of which is ferro-vanadium. 

Vanadium as such has very little use, and 
the article of commerce is ferro-vanadium, 
an alloy of iron and vanadium. Standard 
ferro-vanadium contains from 30 to 40 per 
cent. vanadium, and the 33 per cent. pro- 
portion is the most favored in the steel 
industry, the largest user. The alloying of 
the metal with iron substantially reduces 
the melting point and makes the joint 
product a very valuable alloy for steel. 
About 75 per cent. of the ferro-vanadium 
is produced by smelting with aluminum as 
a reducing agent. The balance is produced 
by the electric furnace process. 

By far the largest producer of ferro- 
vanadium is the American Vanadium Com- 
pany. Other producers are the Standard 
Chemical Company, the Metal & Thermit 
Company, the Electro-Metallurgical Com- 
pany and the Primos Chemical Company. 

Vanadium Steel 
As intimated above, vanadium’s chief use 
is as an alloy with steel. The resulting 
product is known as vanadium-steel and 
also as chrome-vanadium steel when 
chromium is added to the alloy. Among 
the steels, two large classes are to be dis- 
tinguished: the tool and constructional 
steels. The percentage of vanadium used 
in steel varies generally from 1/10 to 4/10 
per cent. and in the case of tool steel, from 
¥ to 2¥% per cent. The use of vanadium 
in tool steel results in its maintaining a cut- 
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ting edge for a longer time and under 
heavier cuts. It also makes possible the 
quenching of high-speed tool steel without 
cracking. 

It is, however, in the constructional steels 
and particularly in the making of automo- 
biles that vanadium plays the most im- 
portant role. Without it the modern truck, 
motor car and locomotive would have a 
much weaker structure. The use of va- 
nadium gives the steel a very marked in- 
crease in resistance to “fatigue,” and the 
steel is very often called “anti-fatigue” 
steel. Where great toughness and torsional 
strength are needed vanadium is almost 
indispensable. 

Vanadium steel finds extensive applica- 
tion in the automobile industry in steering 
knuckles, connecting rods, gears, transmis- 
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filed a certificate of incorporation in Dela- 
ware with a capitalization of 300,000 
shares of no par value. Control is stated 
to have been acquired by Mr. Allan A. 
Ryan, Mr. J. L. Replogle and Mr. Charles 
M. Schwab. 

The new company has purchased the 
mines and mills, and the American Va- 
nadium Company is to go out of-existence 
and eventually liquidate its assets. 

The charter of the new company permits 
it to deal in other metal alloys, and it is 
believed that the company is planning to 
go into their exploitation on a large scale 
at a later date. The amounts stated to be 
paid for the mines in Peru and the mills at 
Bridgeville is about $4,000,000. In addi- 


tion to these assets the Vanadium Corpora- 
tion is stated to have several millions of 





Vanadium Ore Being Carried Over the Peruvian Andes on the Backs of Llamas 


sion parts, axles, etc. Chrome-vanadium 
steel is used extensively in locomotive con- 
struction for parts subjected to severe 
strain and wear, such as crank pins, piston 
rods, connecting rods, valve parts, springs 
and frames. The use of vanadium steel for 
these parts has greatly reduced the number 
of failures, thereby enabling the locomo- 
tives to be kept in long service without 
repairs. 

During the war, vanadium was used in 
large quantities in ordnance materials. It 
found employment in machine gun parts, 
including bat rels, as well as in armor plate 
for warships, armored trucks and trains, 
helmets, gunshields, arid aeroplane parts of 
many descriptions. 

The New Company 

The Vanadium Corporation of America, 
the new company formed to acquire control 
of the American Vanadium Company, has 


_dollars cash in its treasury from the sale 


of stock. 

Associated in the formation of the new 
concern with those above mentioned are 
E. R. Tinker, vice-president of the Chase 
National Bank of New York, and Joseph 
De Wyckoff and Ledyard Cogeswell, two 
other prominent bankers. These men, with 
General Coleman T. Du Pont and Harry 
Payne Whitney, have been elected directors 
of the company. 

The bankers associated with Mr. Schwab 
and Mr. Replogle in organizing the new 
company are understood to have paid $35 a 
share for the stock, while participants in a 
private underwriting are stated to have 
paid the bankers $37.50 a share. The “in- 
siders” are reported, however, to be hold- 
ing large blocks of the stock. 

One of the most significant facts about 
the company is the composition of its direc- 
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torate. Each man on it appears to be there 
for the purpose of assuring some interest an 
ample supply of vanadium. The presence 
of Mr. Schwab and Mr. Replogle seems to 
indicate that the steel interests want to be 
assured of their requirements. Mr. Allan 
A. Ryan is president of the Stutz Motor 
Company and General Du Pont is the guid- 
ing financial spirit of General Motors. The 
Ford Motor Company has a contract with 
the United Alloy Steel Corporation for a 
supply of vanadium steel and that company 
and a number of other large steel concerns 
have contracts with Vanadium Corporation. 

The American Vanadium Company is in- 
deed meagre with its published information. 
Statistics of production, costs, earnings or 
assets have never been divulged to the 
public. It is well known, however, that 
the property was exceedingly prosperous. 
It is stated that in the past ten years stock- 
holders received about $320.50 in dividends 
for each share and the liquidating of their 
holdings following the sale of the mines 
and plants to the new company will bring 
them about $1,000 more. 

Earnings of the American Vanadium 
Company in 1918 are unofficially reported 
at slightly under $3,000,000. No definite 
statement is made as to whether these are 
net earnings or gross revenues, but judg- 
ing by the available statistics (also unoffi- 
cial) on production and prices, operating 
costs have been deducted. It is estimated 
that the annual earnings of the new con- 
cern from vanadium alone will be at least 
$3,000,000 and that they will probably ex- 
ceed this figure by a comfortable margin. 
Assuming that all of the 300,000 shares are 
issued this would figure up to about $10 a 
share on the new stock. 

The estimating of the asset values of the 
stock is a more difficult task. The proven 
amount of contained vanadium is placed at 
36,000,000 pounds and the total deposits 
estimated at 100,000,000 pounds. Prices of 
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ferro-vanadium are now around $5.50 to $6 
a pound, but let us assume for the purpose 
of this calculation that they are around the 
1918 average of about $4.50 in 1918. The 
American Vanadium Company is stated to 
have made about $3,000,000 from a produc- 
tion of about 3,000,000 pounds of vanadium. 
Assuming that there should be no import- 
ant change in conditions, this would show 
an ultimate return of about $36,000,000 
from the working of the proven ore, or 
about $120 a share, and taking the total 
estimated deposits, about $235 a share. 

In the absence of complete official data 
these figures are of necessity only very ap- 
proximate. Viewed from the point of mar- 
ket prices for ferro-vanadium they are un- 
doubtedly too low, but this factor is some- 
what compensated for by the fact that some 
of the values in the ground must be dis- 
counted as they are not to be received for 
some years. 

It appears therefore that on the basis of 
the meagre data available the shares of the 
Vanadium Corporation have good earning 
power and large asset values. The com- 
pany has a natural monopoly, and _ its 
product is indispensable to industry. More- 
over, the whole alloy steel industry, in 
which the company will undoubtedly come 
to play a very important role other than in 
vanadium, still has large potentialities to 
demonstrate. 

The shares are actively traded in on the 
Curb on a when-issued basis. They are 
now quoted around 39, having sold close to 
42 and as low as 37% since being intro- 
duced to trading. The stock appears to be 
an attractive specvestment with excellent 
possibilities for a long pull. The names on 
the directorate are also a favorable point 
for the stock. To those who are inclined to 
buy a stock largely on the basis of the men 
interested, this issue offers an unique 
opportunity to participate in the develop- 
ment of a “natural monopoly.” 





SAVINGS BANKERS TO MEET 


The savings bankers of the country, repre- 
senting over 10,000,000 depositors of savings in 
over five thousand American banks, for their 
eighteenth annual convention to be held in St. 
Louis, Missouri, September 29, 30 and October 
1, announce a program replete with such im- 
portant topics as “Savings,” “Liquid Invest- 
ments,” “Legislation” both State and Federal, 
“Mortgage Loans” for insurance companies as 
well as banks, “Municipal Credit,” “American- 
ization,” “Thrift,” “Taxation” and especially 
the problems resulting from extensive “Tax 


also two topics of the most im- 
mediate moment: first, “Amortization of 
Mortgage Loans” as a measure for improving 
the status of both borrowers and lenders dur- 
ing the readjustment period; second, “The 
Railroad Problem,”—of special importance to 
all savings depositors. as there are known to 
be over $850,000,000 of railroad bonds held by 
the mutual savings banks for their depositors. 
and other savings institutions hold an amount 
running into the billions. The subject of 
foreign investments also may come up. 


Exemptions,” 





Republic Iron & Steel Piles Up Assets 


Earnings — Working Capital — Exports—Outlook for Bonds and 
Stocks Shows Improvement 


By JOHN MORROW 


HE record of the steel manufacturers 
during the war and the earnings of 
the leading companies are history, 
but the chapters of that history have fur- 
nished a sound foundation for the market 
prices of the shares of the steel companies 
through this year. The war record of 
earnings made staunch asset values, and 
equities undreamed of five years ago have 


been placed back of the common stocks of 


the leading corporations. 

Earnings since the first of January, 
1919, have not been such as to lend directly 
much encouragement, but on top of the 
dollar values placed back of capital obliga- 
tions has been the belief that after the 
period of readjustment, activity would 
again come into the steel industry and 


The Republic Iron & Steel Company was 
incorporated in 1899, antedating the forma- 
tion of the Steel Corporation by two years. 
Like all of the larger steel companies, Re- 
public is a consolidation of many small 
concerns. The corporation operates in 
both the northern and southern districts, 
but the units in the South are confined to 
blast furnaces in the Birmingham, Ala- 
bama, district. The main mills are located 
in the manufacturing centers of the Middle 
West, principally at Youngstown, Ohio. 

Since Andrew Carnegie characterized 
the steel industry as either “prince or 
pauper,” the description has remained. 
Prior to the war, there was little in Re- 
public’s record to suggest the “prince.” 
For example, from 1909 to 1914 inclusive, 


TABLE I—REPUBLIC IRON & STEEL CO. EARNINGS RECORD 


Gross 

Sales 
$32,319,774 
31,937,059 


78,325,461 
75,224,110 


$ per Share 
Surplus for Earned 

Dividends on Common 
$2,233,576 $1.78 
3,101,300 4.97 
1,028,748 0.56 
3,515,819 6.50 
14,789,163 47.67 
15,857,197 51.88 
7,791,934 22.22 


Oper. 
Profits 
$3,445,804 

4,884,872 
2,330,673 
5,439,598 
16,544,636 
28,329,718 
18,177,047 





manufacturers resume a period of sub- 
stantial earnings. It is apparent that the 
steel makers are in an enviable financial 
position and well able to care for the needs 
of the domestic and export markets.- At 
this writing, the labor situation is uncer- 
tain and unsettled, but certainly some of 
the claims of the labor leaders with regard 
to wages do not agree with the figures 
showing the wage increases given to 
skilled and unskilled steel labor. 

The great period of war activity, which 
was closed almost a year ago, brought 
closer to the spotlight the operations of the 
so-called independent companies. While 
the U. S. Steel Corporation remains the un- 
disputed leader in the industry, the record 
position and prospects of the leading inde- 
pendents of which Republic Iron & Steel is 
one, is of pertinent importance to a grow- 
ing number of investors and traders. 
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the largest amount earned upon the com- 
mon stock in any one year was $4.97 a 
share, and that return was made in 1913, 
but beginning with 1915 the business, of 
course, showed a most amazing turnabout. 
In the three years ended December 31, 
1918, the total of $121.77 a share was 
earned on the common stock, and a guess 
might be ventured that the record of those 
years will remain a high water mark for 
some time to come. As everyone knows, 
earnings of such size were not peculiar to 
Republic Iron & Steel and are to be con- 
sidered almost as an incident in the activity 
of the country’s steel industry. But when 
any corporation goes through a period of 
great earnings, it is important to know 
what that corporation does with its sur- 
plus. 

In the first place, the pre-war earnings 
of Republic Iron & Steel had been so er- 
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ratic as to make impracticable the regular 
pee of the full dividends to which the 
25,000,000 per cent cumulative pre- 
ferred stock is entitled. At the end of 
1915, there was II per cent due on account 
of back dividends on the senior stock, all 
of which was charged out of the 1916 in- 
come account and the deferments cleared 
up. 

“ Growth of Asset Value 

No action was taken upon the inaugura- 
tion of dividends on the common stock until 
early in 1917, when an annual rate of $6 a 
share was started. There have been no 


extra disbursements, but this regular rate 
has been maintained and is the amount be- 
ing paid today. Naturally, such a dividend 
policy in connection with the war earnings 
has made possible a large increment in the 








Steel Into Bil- 
aking 


Powerful Machine Cuttin 
lets for Plate 


book value of the common shares. Refer- 
ence to the graph will show the rapid in- 
crease in equities piled up from earnings. 
(The company did no financing during the 
war period.) From the end of 1915 to the 
end of 1918, almost $100 a share was added 
.to the book value of the common stock, 
which stood at $229 at the end of last year. 
Asset or book value does not make the 
market price of a speculative stock, nor does 
it rule quotations, but it is an important in- 
dex of a company’s position, and, as such, 
is entitled to careful consideration. In ar- 
riving at the asset value of Republic Iron 
& Steel common, “cost of properties” ac- 
count or plant valuation is taken as it stands 
on the company’s balance sheet. There is 
no apparent reason why there should be any 
question of the company’s appraisal of $86,- 
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368,000; iron ore reserves total 113,000,00« 
tons, coal reserves 138,000,000 tons, and an 
nual steel capacity 1,400,000 tons. 

The figures given are enough to indicate 
that the greater part of the earnings of the 
past three years has gone back into property 
in one form or another. In the three years 
the company spent between $15,000,000 anc 
$16,000,000 for new construction. 

A summary will show that the earning: 
of the three-year period were equal to be- 
tween $98 and $99 a share on the common 
stock after all dividend payments, Federal! 
taxes, and reserves for depreciation, renew- 
als and mine exhaustion. 

Working Capital 

Naturally enough a large increase in 
working capital follows such a business ex- 
pansion as Republic has experienced. Ref- 


Molten Iron Pouring Into Bessemer Con- 
verter on Floor Below 


erence to the table will show the develop- 
ment of this feature and it is to be noted 
that as of December 31, 1918, U. S. War 
Securities, to the amount of $14,294,000 
were included among current assets. Inven- 
tory account was about one-third of total 
current assets at the end of 1918, whereas at 
the end of 1915, and in the year immediately 
preceding, inventory constituted from 40 to 
over 50% of total current assets. Such a 
shift in inventory proportion is indicative 
of soundness. 

All of the foregoing traces the outstand- 
ing features of the company’s war record 
to the time when the Armistice called a halt 
on the great contracts for the prosecution 
of the war. Republic in the period before 
the war might be said to have been in the 
development stage, perfecting its organiza- 
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\ion and concentrating plants to get the best 
results from operations. 

Iron ore reserves in the three years ended 
December 31, 1918, were practically sta- 
tionary, but the company has developed 
prospects which it is expected will add 
eventually to present holdings. 

The question of export steel business has 
engaged the attention of the industry for 


‘4 
225 
200 
175 
150 
125 
100 


months. While this problem is still in solu- 
tion and subject to many factors of which 
little that is definite can be said now, steel 
makers have been active in making prepara- 
tions. Republic is interested in the Con- 
solidated Steel Corporation, which was or- 
ganized early this year as an export agent 
for ten of the leading independent steel 
companies. While Republic has a diversi- 
fied output, the company does not make 
rails and is therefore not directly affected 
by current developments connected with rail 
contracts. The company’s output is con- 
fined to bars, shapes, plates, spikes, billets, 
etc. In the spring of 1919 the property of 
the De Forest Sheet & Tin Plate Company 
was purchased, this consisting of 8 sheet 
mills with a total capacity of 60,000 tons an- 
nually. This deal gave Republic a new line 
of business and further diversified produc- 
tion. In connection with the company’s 
steel production it is interesting to know 
that capacity has increased over 100% since 
organization. 
Conclusions 

Republic Iron & Steel has, a funded debt 
of $14,075,100. The principal bond issue is 
the sinking fund mortgage 5s, due April 1, 
1940, of which there are $12,941,000 out- 
standing. This issue constitutes a first 
mortgage on all of the property, being sub- 
ject to only $133,000 bonds of a subsidiary 
coal company. A sinking fund operates to 
reduce annually the amount of the bonds 
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outstanding. There seems to be no reason 
to rate the issue as other than a high grade 
industrial investment, well secured, and 
amply protected by earnings. The bonds 
are currently quoted around 94, where they 
yield about 5.45%. 

The effect of the war period of earnings 
upon the 7% cumulative preferred has been 





TABLE II—WORKING CAPITAL 
Current Current Working 
Assets Liabilities Capital 
$3,047,056 $10,781,168 
8 10,565,203 
13,510,790 
19,721,351 
25, 


+945,536 
28,729,968 


1913 

1914 ..... 12,225,641 
1915 ..... 16,736,585 
1916 ..... 25,819,392 
1917 ..... 39,090,580 


39,395,599 10,665,631 


1918 ..... 





to increase materially the rating of that 
issue. Before the war it was hardly a high 
grade industrial preferred, and now it is at 
least good grade with the balance of proba- 
bility in favor of an indefinite continuance 
of the full dividend. This stock is selling 
to yield about 6 2-3%. 

For the first time in the history of the 
company, the common stock crossed par this 
year, selling at 103% last July. For some 
time past the issue has not received special 
attention and suffered over a 10-point re- 
action from the high level. It has followed 
the general trend of the market and as a 
speculative issue it is, of course, affected by 
factors which have to do with the condi- 
tions in the steel industry. During the first 
part of 1919, the steel industry was in the 
doldrums. In the first six months of this 





TABLE III—PRICE RANGE 
Preferred Common 
i Lo High 
45% 
35% 
35 
28% 
27 
57% 
93 
94% 
5% 96 
100 103% 71% 


* To September 15. 





year Republic earned only 2.54% upon the 
common stock after taxes. Since April 
there has been a general improvement in 
the steel industry, which has brought pro- 
duction up to reasonable percentages. 

The common selling above 90 is not ex- 
actly on the bargain counter, but its price 
in view of the intrinsic value added to the 
stock appears not to be unduly inflated. 





American Woolen 


in Strong Position 


Has Price of Common Discounted All Its Possibilities? — Wool 
Market Prospects Favorable—Company Strong in 
Assets and Working Capital 


By JACOB 


AS the sensational jump in American 
Woolen from a low of 45% to 137 
discounted all the prosperity which 

that company is now experiencing? Or 
are there indications that the market price 
of the common stock will go yet higher? 
In order to formulate an intelligent opinion 
concerning the probable trend of this stock 
it is necessary to scrutinize very carefully 
not only the results now being attained, but 
also the extent to which past conditions 
have affected the company, and, far more 
important, the factors which influence the 
future earning power of the company. 


Good Wool Market 

The law of supply and demand, usually 
the most potent factor affecting prices of 
commodities, is not now so great a factor 
in the wool market as is the control by 
Great Britain of its wool production—nor 
so important as the presence of the United 
States Government as a seller of wool. 
Great Britain controls the wool supply from 
Australia and New Zealand, and as the 
English supply of wool has not kept pace 
with the demand for it, that Government 
has discouraged the sale of wool to the 
United States, so that this country has been 
forced to turn to South America, South 
Africa and China. Soon it is expected, that 
the wool supply will catch up with the 
English demand, and then this country will 
probably be permitted to re-enter the Aus- 
tralian and New Zealand markets, although 
the buying would have to be under certain 
restrictions. . 

In this country, production which 
amounted to 307,000,000 pounds of wool in 
1891, has gradually decreased, so that in 
1917’ only 285,000,000 pounds of wool were 
produced, and in the following year pro- 
duction amounted to only 300,000,000 
pounds. It was necessary, consequently, to 
import wool very heavily, and imports, 
which amounted to 266.4 million pounds in 
1909, rose to. 534.8 in 1916. But the war 
regulations affected imports during 1917 
and 1918 and imports from Russia, Turkey 
and Australia and New Zealand dropped 
precipitately to almost nothing, this country 
being forced to resort to the importation of 
Argentina wool, which is not as good as the 
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Australian grade. Since June 30, 1918, im- 
ports have shown a decided increase, 344.5 
million pounds having been imported in the 
nine months ended March 31, 1919, as com- 
pared with 251.3 million pounds for the 
corresponding period a year ago. 

The United States, during the war, 
bought very heavily in the wool market, 
and after the armistice was signed a con- 
siderable amount of wool was sold. But 
there still remains much of the unsold 
wool which the Government has promised 
Western wool growers will not be dumped 
on the market. The domestic production 
is normal, stocks on hand are comparatively 
small, and the opinion of well-informed 


Table I. 
EARNINGS. 


Common 
Per Share 





Preferred 
Per Share 


$17.68 
27.21 


*Deficit. 


textile men who have studied European 
conditions is that a large amount of our 
goods will be needed. 





Business Exceeds Capacity 


American Woolen is now operating close 
to capacity. Its efforts are directed not to 
get more business, for it has more than it 
can handle—enough for the remainder of 
this year—but rather to reduce the size of 
orders. Due to the strike, a few months 
ago, earnings during the first six months 
of 1919 are not expected to show up par- 
ticularly well, but in the remaining half of 
this year the company will doubtless report 
a balance much in excess of the amount 
realized during 1918. Deliveries are far 
behind because of the strike, and the com- 
pany will be turning out some goods this 
winter that should have been delivered in 
the fall. 
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AMERICAN WOOLEN 


Transformation in Financial Condition 

For many years American Woolen made 
unsuccessful efforts to report a respectable 
balance for common stockholders, but, as 
is shown in Table I, earnings prior to the 
war were exceedingly poor, nothing at all 
was earned in either of the years 1913 and 
1914. A deficit was reported on the pre- 
ferred in 1913, and in the following year 
the preferred dividend requirement was not 
even fully earned. And yet now American 
Woolen is at the height of affluence and a 
few months ago it sold up to 137, the 
highest price in its history. Business which 
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in the past it eagerly sought for it is now 
actually turning down, and the situation in 
the wool market seems to give indications 
that the prosperity of the company will 
continue unabated, at least for two years. 

At first glance the earnings of $21.36 a 
share on the common stock in 1918, com- 
pared with the splendid balance of $40.42 
per share in 1917, seem very disappointing. 
But examination of the balance-sheet 
rapidly stimulates enthusiasm. The ex- 
traordinary reserve of $14,500,00 set aside 
for possible depreciation of inventory, a 
contingency which, as has been proven, did 
not materialize, was, to say the least, ultra 
conservative, and it unquestionably adds 
much to the value of American Woolen. 
Net assets, excluding large reserves, on 
December 31, 1918, amounted to $199 per 
share on the common stock; net working 
capital amounted to $269 per share on that 
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stock. More important by far than either 
the net assets or the net working capital, 
however, is the fact that had the company 
not so liberally set aside reserve accounts 
during 1918, earnings for the common. 
stock would have been nearer $100 per 
share. 


Working Capital Enormously Increased 


One thing about American Woolen is 
that it has never been handicapped by lack 
of working capital. Its capitalization of 
$40,000,000 7 per cent. preferred and 
$20,000,000 common stock has not been in- 
creased for many years; it has no mort- 
gage or funded debt or other incumbrances 
outstanding, and its plant account could 
unquestionably have been revalued con- 
siderably in excess of its present figure of 
$44,411,902. As is shown in Table II, net 
working capital at the end of 1918 was 
equal to $269 per share; and in not one of 
the past seven years has this net working 
capital been less than $109. Why then, 
did not American Woolen sell higher than 
it did prior to 1917? The answer is readily 
found in the poor earnings which the com- 
pany had reported for so many years, and it 
was not strange that, owing to the disfavor 
into which the stock had fallen, it had no 
speculative following to speak of, when, in 
1916, earnings jumped to much more than 
double the $6.40 a share reported in 1915. 
Since then American Woolen has continued 
to make rapid strides, and belatedly its very 


Table II. 
Net Working Per Share 
Capital N. W. C. 


*2.94 
170 
132 
117 
109 
112 
133 





21,843,638 
22,497,436 
26,758,962 


strong asset values have been taken into 
consideration. Cash and Liberty Bond 
holdings alone are far in excess of the par 
value of the common stock outstanding. 


Stock Now on 7% Basis 

As was generally expected American 
Woolen increased the dividend on its com- 
mon stock from 5 per cent. to 7 per cent. 
annually. Because of the phenomenal 
earnings of the company some disappoint- 
ment was expressed because no extra divi- 
dend was ordered disbursed; but from the 
long range view this is bullish on the com- 
mon stock, for the equity which is retained 
can doubtless be used to good advantage. 
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The increased dividend was justified, and, 
in fact, even an additional extra dividend 
eould have been conservatively declared. 

So far this year the company has dis- 
bursed two extra dividends, one amounting 
to 10 per cent. in Liberty Bonds, paid last 
April, and another of 5 per cent. in Liberty 
Bonds paid in February. 


Prospects for Stocks 


Summarizing the facts as revealed by the 
showing of the company in the past and 
at present, and the prospects for the future, 
as indicated by the wool situation, the 
following may conservatively be deduced: 
The $40,000,000 7 per cent. preferred issue, 
upon which a deficit was reported as re- 
cently as 1913, and which failed to earn its 
full dividend requirement in 1914, has 
now been materially strengthened by the 
phenomenal earnings realized during the 
past three years. Surplus of the company 
has increased considerably; there are no 
bonded obligations ahead of the preferred 
stock. The preferred dividend require- 
ments are now being earned several times 
over. This dividend, even though it has 


not always been earned, has reguarly been 
paid; there are $265 net assets behind each 


preferred share, and of these, quick assets 
amount to $140 per share. The preferred, 
consequently, is a high grade investment. 


THE MAGAZINE OF WALL STREET 


The value of the common stock is 
puzzling many. In its rise to the highest 
price in its history, American Woolen be- 
came one of the speculative leaders, and as 
such, has been subjected to violent fluctua- 
tions daily. In the recent break the stock 
naturally suffered quite severely, selling 
down close to par. But the stock has 
rallied very vigorously. 

Because of the violent movements in the 
price of American Woolen investors and 
speculators naturally hesitate about trad- 
ing in the stock. The phenomenal show- 
ing which American Woolen made dur- 
ing the past three years, however, very 
likely warranted the sensational rise in the 
stock. Now, the answer to the question 
whether all the prosperity of the company 
has been fully discounted, or whether the 
stock should rise yet higher, depends upon 
the trend of earnings during the next 
twelve months. It is definitely known that 
American Woolen has more business on 
hand than it can handle during the re- 
mainder of this year, and it would not be 
a bit surprising, in the light of the enor- 
mous demand for wool, if earnings con- 
tinued quite high in 1920. If such should 
prove to be the case, then there would be 
but one way for the common stock to go; 
and it should be remembered that the stock 
market always discounts the future. 





HOW MANY AMERICANS ARE 


The National Association of Owners of Rail- 
road Securities recently presented a request to 
Congress to restore railroad credit and se- 
curity values, on behalf of 50,000,000 American 
citizens, including over 9,000,000 savings de- 
positors of mutual savings banks, 35,000,000 
who own 46,000,000 policies of insurance on 
their lives, and millions of others whose in- 
vestments in national and state banks and trust 
companies, fire, marine and surety companies, 
largely represent railroad securities, and also 
colleges, trust estates and individual investors. 

The intimacy of the prosperity and interests 
of our population and the proper solution is 
thus clearly indicated. The Association asks 
that the financial structures of the railroads 
should be made secure and that the capital in- 
vested in them should be assured of a proper 
return. It is argued that under present condi- 
tions the railroads are denied a reasonable 
return because competitive railway service is 
demanded by the American people, and Con- 
gress has never made legislative provision for 
the compensating adjustment of rates in their 
relation to excess earnings, which is vital to 
the maintenance of such service, to its financial 
support, and to protect alike the public, rail- 
road credit and the securities. 


- 


INTERESTED IN RAILROADS? 


The protest brings out the fact that the courts 
have ruled in many cases relating to public 
utilities that the properties were entitled to a 
reasonable return, which has generally been 
placed at 6 per cent. The case of the Federal 
Reserve Banks’ earnings are also cited with 
good point. The return upon the nation’s rail- 
road investment as a whole had declined to 
5.22 per cent for the three-year period, 1915- 
1917, dropping from 5.35 per cent in 1917 to 
3.71 per cent. in 1918 and running less than 2 
per cent in 1919, 

This means that without decisive remedial 
legislation upon the return of the railroads the 
existing railway structure will be destroyed, 
and the Association asserts that the railroads 
can not avoid destruction and eventual govern- 
ment absorption without a primary distribu- 
table return of not less than 6 per cent, 
specifically and tangibly assured upon the 
aggregate investment. This is not to be 
brought about by a Government guarantee, but 
by so changing the system of regulation and 
rates as to insure a 6 per cent return. Pro- 
vision must, in the opinion of the Association, 
be made to protect this return by setting up 
such reserve accounts as shall provide for un- 
foreseen contingencies and bad years. 





United Alloy Steel and Transue & Williams 


Two “War Brides” with Better Peace Possibilities — Close Analysis 
Reveals Similar Tendencies 
By ROBERT L. WHITE 


Lee Alloy Steel and Transue & 
Williams Forging, although sharing 

in the advance of the overwhelming 
majority of industrials since the beginning 
of the year, are two issues which seem to 
merit more than passing attention. It is 
the consensus of opinion that the automo- 
bile companies will enjoy great prosperity 
for at least another year. As both the above 
mentioned companies manufacture steel 
particularly suitable for use in the produc- 
tion of automobiles, they should share in 
the burst of prosperity of these concerns. 
Because of the similar conditions surround- 
ing the companies, they are treated together. 


United Alloy Steel 

This company, the largest producer of 
high grade alloy steels for the motor in- 
dustry in the country, was incorporated on 
October 26, 1916, under the laws of New 
York, and acquired the assets and property 
of the United Steel Company of Akron, 
Ohio, which was organized in 1903. It also 
owns one-half of the $2,000,000 capital 
stock of the United Furnace Company, 
through which it has a sufficient supply of 
ore. The plants of the United Furnace 
Company adjoin those of the parent com- 
pany; it is from here that United Alloy 
Steel receives its pig iron, the United Fur- 
nace Company having a contract for ore 
with Picklands, Mather & Company, the big 
iron ore marketers. 

The plants of the United Alloy Steel Cor- 
poration are located at Canton, Ohio, and 
are engaged in the production of pig iron 
from native ores and coke, in conjunction 
with the United Furnace Company and the 
conversion of the same into steel, the com- 
pany’s own open-hearth furnaces and elec- 
tric furnaces. The company specializes in 
high grade alloy steels and markets such 
alloy steels in the shape of merchant bars, 
squares, rounds, plates, cold-drawn shafting, 
heat-treated bars for special uses, sheet 
bars, forging blooms and billets. The land 
upon which the plant is located comprises 
almost 185 acres and the plant is served by 
the Pennsylvania Railroad and the Wheel- 
ing & Lake Erie, as well as by the Baltimore 
& Ohio by transfer. The operation consists 
of two units, with a capacity of about 60,000 
tons. 


Transue & Williams Steel Forging 

The Transue & Williams Steel Forging 
Corporation, the largest manufacturer of 
forgings for automobile crank shafts, axles 
and steering gears in the United States, was 
incorporated only one day following the 
formation of the United Alloy Steel Cor- 
poration, with a perpetual charter. A 
week later the company acquired the assets 
and assumed the liabilities of the Transue & 
Williams Company. 

The property of the company, which is 
owned in fee, is located just outside of 
Alliance, Ohio, on the main line of the 
Pittsburgh, Fort Wayne & Chicago: Rail- 
way. The plant consists of a forging de- 
partment and the stamping department, the 
former comprising a group of fifteen 


buildings, occupying about twenty acres, 
and the latter comprising a group of six 
buildings, occupying about seven acres of 


land. The forge department consists of 
well-equipped machine shops for the pro- 
duction of all kinds of drop-forging and 
trimming dies. The stamping plant is 
equipped with modern cutting, drawing and 
form presses for the manufacture of its 
product and maintains a well-equipped ma- 
chine shop for making dies and special 
tools. 
Capitalization 

The authorized and outstanding capital 
stock of the United Alloy Steel Corporation 
consists of 525,000 shares of no par value; 
of the total now outstanding, 500,000 were 
issued to acquire all of the capital stock of 
the United Steel Company and to provide 
additional working capital. The remaining 
25,000 shares were sold to employees at $40 
a share and the proceeds used for general 
corporate purposes. 

The capitalization of Transue & Williams 
consists of 110,000 authorized shares of cap- 
ital stock of no par value, of which 100,000 
are now outstanding. The outstanding 
stock was issued in exchange for the shares 
of the Transue & Williams Company, the 
predecessor of the present concern, while 
the unissued 10,000 shares are reserved for 
sale to employees. 

It will be noted that United Alloy Steel 
has more than five shares outstanding for 
each share of Transue & Williams, but this 
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must not be regarded as a sign of com- 
parative overcapitalization. United Alloy 
Steel does a business of anywhere from 
two and one-half to six times the size of 
that of Transue & Williams and its total 
assets have ranged from five to nine times 
those of the latter company. 

Neither company has anything which pre- 
cedes the outstanding stock in the distribu- 
tion of earnings and they have no debts 
aside from current bills so that stockholders 
may expect a rather large percentage of 
earnings in the form of dividends. 

Earnings 

Although nominally “war brides” from 
the standpoint of date of incorporation both 
United Alloy Steel and Transue & Williams 
were injured in their development by 
America’s entrance into the war. 

United Alloy Steel was a big contributor 
to the Government’s war program and the 
plants operated at 100 per cent on Govern- 
ment orders during the war period, heavy 
allocation of common carbon steel orders 
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taking the place of normal alloys. Inven- 
tories and depreciation were dealt with very 
conservatively and in 1918 the depreciation 
charge, $935,895, was nearly double the 
$516,000 allowance in the preceding year. 
This item represented fully 6.3 per cent of 
the total figure at which plants were car- 
ried, $15,006,202. There was also a liberal 
reserve for taxes made last year, amounting 
to over $1.50 a share. After heavy charges 
for taxes and depreciation the company car- 
ried $500,000 to its surplus account for the 
first half of the present year which meant 
earnings equal to $3 a share. However, 
business was slow in gaining a foothold 
following the armistice and the company 
may be expected to do much better for the 





THE MAGAZINE OF WALL STREET 


second six months. Net earnings for 1918 
will probably amount to between $8 and $10 
a share. 

The normal business of Transue & Will 
iams consists largely of the production oi 
alloy steel forgings for Ford cars, for which 
reason the restrictions in the motor indus 
try had the same effect on earnings as in 
the case of United Alloy Steel. The indi 
cated earnings per share were not appre- 
ciably above those of the larger corpora- 
tion; the reserve for taxes and contin- 
gencies amounted to $2.75 a share and was 
greater than 50 per cent of the net income, 
$514,601. Transue & Williams quickly re- 
flected the return of more normal conditions 
and earned a total net of $388,153 after all 
taxes in the six months ending June 30 last, 
an amount equivalent to $3.88 per share on 
the capital stock outstanding. The com- 
pany, according to the latest reports, is 
operating at full capacity and should earn 
at least $8 a share for the full twelve 
months of IgI9. 

It is therefore apparent that the two com- 
panies analyzed do not deserve to be classed 
with those corporations that were able to 
show large earnings because of war condi 
tions but whose future earning capacities 
are doubtful. 

Operating Profit 

Although the ratio of net income to gross 
sales loses much of its value when used for 
comparison between different manufactur- 
ing corporations, it may be profitably util- 
ized to give one a fair idea of conditions 
within a single company in a given period 
of years. It may also be adopted with 
reservation in discovering if various cor- 
porations influenced by the same conditions 
exhibit a similar tendency. 

The operating profit for United Alloy 
Steel and Transue & Williams is shown 
below: 

1918 


United Alloy Steel ....$.065 $.128 $.189 
Transue & Williams.... .081 132 207 


It is at once discernable that costs have 
steadily mounted in the period under ob- 
servation, eating into the net profits which 
the companies can share with stockholders 
for each dollar’s business handled. It is cer- 
tain that neither United Alloy Steel nor 
Transue & Williams can be properly pil- 
loried with the charge of profiteering, al- 
though with greater labor efficiency and less 
disarrangement of the usual ways of carry- 
ing on business, both will undoubtedly be 
able to show a very fair return indeed for 
division among shareholders. It is inter- 
esting to note how both corporations have 
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been hit to almost an identical degree. This 
is practically conclusive evidence that the 
state of affairs which caused this decline 
was beyond control. 

Dividends 

Although Transue & Williams paid 
$12.55 in dividends from 1916 to the close 
of last year against $8 on the part of United 
Alloy Steel it has in reality been a “wee 
bit” more conservative in this connection, 
the difference between earnings and dis- 
bursements per share being $14.25 against 
$11.74 a share in the case of the larger 
company. For the first six months of this 
vear there was little difference in the amount 
either held in the treasury or reinvested in 
the business or securities, for Transue & 
Williams made disbursements of $2.50 a 
share out of a net of $3.88, while United 
Alloy Steel earned in the neighborhood of 
$3, compared with dividend requirements of 
$2 a share. 

There have been recurring rumors of 
forthcoming increases in’ the annual divi- 
dend rate of both stocks, especially in the 
case of Transue & Williams. It is more 
than likely that the following of such a 
policy by either company will be preceded 
by an advance in the stock of the one mak- 
ing the increase, or of both, as the case may 
be. The truth, however, is this: the further 
a security is from being a pure investment 
the less does the dividend rate permanently 
influence its price. Stocks of the type here 
considered are not, or at least should not be, 
purchased for dividend return but for possi- 
bilities of appreciation. It cannot be em- 
phasized too strongly that earnings, or the 
margin between the earnings and dividends, 
in the long run determines the price move- 
ment of a. given stock, other things of 
course being equal. 

Financial Considerations 

The net working capital and ratio of net 
working capital to gross sales are by far 
the best criteria in judging the financial 
positions of United Alloy Steel and Transue 
& Williams. 

According to the balance sheets of last 
year the net working capital per share of 
Transue & Williams was $23.53 a share 
against $22.55 on December 31, 1917, and 
$20.74 as of January 1, 1917. United Alloy 
Steel’s net working capital per share on De- 
cember 31 of the last three years equalled, 
respectively, $14.44, $14 and $10.55 a share. 
In this respect it is only just to note that 
Transue & Williams, insofar as gross busi- 
ness is concerned, has been almost static 
during the last three years, gross sales 
averaging around $6,500,000. On the other 
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hand, United Alloy Steel has forged ahead 
with leaps and bounds. Gross sales in 1916 
amounted to but $16,704,665; in the next 
year this item had risen to $34,228,880 and 
last year a high record of $40,055,864 was 
registered. That it has been able to keep 
working capital where it now is speaks well 
for the enterprise. 

Beginning their careers with practically 
the same ratio of working capital to gross 
sales, 33 per cent., Transue & Williams 
managed to maintain the ratio in I9I7 at 
the same figure and increased it to 37 per 
cent. in 1918; however, United Alloy 
Steel’s ratio fell to 21 per cent. in 1917 and 
to 19 per cent. in 1918. Of course, this 
tendency was also largely due to its rapidly 
increasing gross business. 

It is noteworthy that the liquid assets of 
both companies is comparatively large. Out 
of total assets on December 31, 1918, of 
$4,331,901 Transue & Williams had current 
assets of $3,289,694 while United Alloy 


Price Range 
TRANSUE & WILLIAMS STEEL FORGING. 
High Low 
bet Neneeeeeeden $68%  $37% 
37 
37 


1919 


UNITED ALLOY STEEL 
$58 
44% 


$3756 
3556 
34% 


Steel had quick assets of $12,688,992 out of 
a total of $29,199,624. 
Market Range Past and Future 
The accompanying price range of these 


issues shows that the highs and lows 
reached in 1917 and 1918 were very similar; 
this year Transue & Williams has come to 
the fore and is now quoted at $57 and 
United Alloy Steel at $50. Both stocks have 
naturally shared in the advance since the 
beginning of the year. The outlook seems 
bright enough for these companies, for the 
motor industry is unquestionably in the 
midst of a brilliant boom. After conditions 
become more normal automobile produc- 
tion, even for replacement only, will be sub- 
stantial and United Alloy Steel and Transue 
& Williams will probably be able to main- 
tain good earning powers, with prospects of 
their earning capacity becoming more 
stable as the years roll by. 

The only trace of weakness in the stocks 
is the fact that the net assets applicable to 
Transue & Williams amount to only $34 and 
the equity for United Alloy Steel $46 a 
share. 
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Current Stock Offerings 


HE salient facts concerning current stock offerings. No opinion or rating of any kind is attempted, and 
the purpose is purely to keep the reader informed on the more important issues. 


AMERICAN ROLLING MILL 7% DEBENTURE 
CUM. PREF. Company an old and established 
property. Business consists principally of making 
high-grade sheets and plates suited to the needs of 
exacting manufacturers, and it has a large domestic 
and foreign business for its special products. Stands 
today at head of specialty sheet business. Has three 
plants in State of Ohio. Company controls all the 
needed raw materials. Proceeds of issue to be used 
to increase prescnt capacity so that company will 
be able to take care of all the steel it can now manu- 
facture. In three years ended July 1, 1919, dividend 
requirements on total preferred stock outstanding 
earned 6.85 times on average and 5.25 times in five 
years ended with that date. Net quick agsets as of 
May “31, 1919, were $129 a share and net tangible 
assets, after deducting all prior charges but includ- 
ing reserves, were $449. Capitalization authorized, 
$1,500,000 6% cum. pref., $20,000,000 debenture 7% 
cum. pref., and $20,000,000 common. Outstanding, 
$1,300,000 6% cum. pref., $5,700,000 debenture 
pref., and $12,400,975, par value $25. Preferred 
stock to be exchanged for debenture stock. Liberal 
sinking fund and ample protection of asset and earn- 
ing position of stock. Tax exempt in Ohio. Of- 
fered at 100 to yield 7%, allotment to be made after 
subscription by common stockholders. 

E FIRESTONE TIRE & RUBBER 7% CUM. 
PREF. An old and established company. Products 
consist of solid rubber tires, pneumatic tires and 
tubes for passenger cars and trucks, tire rims, steel 
bases for solid tires, amd a miscellaneaus line of 
rubber goods, including boots and shoes, bicycle and 
motorcycle tires and motor «accessories. Proceeds to 
he used to increase output of cord tires in the main 
plant, to increase otherwise the capacity of the com- 
peny and to provide additional working capital. Net 
quick assets to be maintained at 125% of total pre- 
ferred stock then outstanding at all times and net 
tangible assets at 200%. Net tangible assets as of 
July 31, 1919, per share of this preferred issue about 
$480. During last 8% years dividend requirements, 
after rthaking provision for all prior claims, were 
earned over 4%4 times on the average in each year. 
Tax exempt from the general property tax in Ohio. 
Offered to amount of $10,600,000 at 100 to net 7%. 

THE B. F. GOODRICH CO. 7% CUM. PREF. 
Company's business consists of the manufacture and 
sale of rubber goods of all kinds, including auto- 
mobile and other tires, shoes, boots and other wear- 
ing apparel, insulating wire, mechanical rubber and 
supplies of every description. Company among lead- 
ers in the rubber and tire business. Management 
is conservative but aggressive and has ambitious 
plans for future expansion. This additional preferred 
stock issued to amount of $15,000,000 to retire like 
amount of notes. Earnings for past six years (1918 
earnings before deduction of Federal taxes) 3% times 
dividend requirements, and prospects for business 
very bright indeed. Net quick assets at end of 1918, 
$149 a share and net tangible assets, $205. Preferred 
followed by a large common stock issue having cur- 
rent market value of about $45,000,000. Liberal sink- 
ing fund and good protection for preferred in regard 
to assets and earning position. Exempt from state 
and local taxes in Ohio. Listed on New York and 
Cleveland Stock Exchanges. Offered at 10414 to net 
5.70%. 

INTERNATIONAL ABRASIVE CORPORATION 
8% 1ST CUM. PREF. Consolidation of three old 
companies, which makes this property the largest 
manufacturer of abrasives in the United States and 
one of the most important manufacturers of grind- 
ing wheels. National Abrasive Co. also included in 


consolidation just started to produce. Plants lo- 
cated to give the maximum tariff advantage. Will 
be only maker of “Natite,” the most effective of the 
manufactured corundums for which the demand jis 
far in excess of the supply and on which the com 
pany will make an especially large profit. Dividend 
requirements covered with very wide margin. Capi 
talization $700,000 Ist pref., $400,000 2d pref. and 
$1,700,000 common. Preferred convertible into com 
mon at part (J00). Tax exempt in Massachusetts, 
and application will be made to list on Boston Stock 
Exchange. Offered at 100 to net 8%. 

INTERNATIONAL FUR EXCHANGE, INC., 7% 
CUM. PREF. Company conducts what is probably 
the largest fur exchange in the world. Volume of 
all sales in last fiscal year approximately $32,000,000. 
Net earnings after all prior deductions were at aver- 
age annual rate of 3.39 times preferred dividend re 
quirements in 31-6 years ended June 30, 1919. Net 
quick assets, $135 a share and net tangible assets, 
$158. Liberal sinking fund and good protection of 
stock in regard to assets and earning position. Capi 
talization to be presently outstanding, $2,500,00 
preferred and 80,000 shares of common with no par 
value. Application will be made to list stock on New 
York and St. Louis Stock Exchanges. Offered 
95% to net 7.32%. 

STANDARD TANK CAR 8% CUM. PREF. Busi 
ness is the manufacture of standard steel tank cars 
stecl underframes an steel plate work. In addition 
the company owns and leases tank cars for the trans 
portation of petroleum and other liquid products 
Dividend requirements earned with very w fe margin 
and asset values very considerable, net q ick assets 
amounting to about $110. Liberal sinking fund and 
careful restrictions for protection of issue. Author- 
ized and outstanding capitalization, $3,000,000 pre- 
ferred and 100,000 shares of common, no par valu 
Tax exempt in Ohio. Offered at 101 to net 7.90% 

UNION OIL OF DELAWARE. Formed to take 
ovet large interest in the Union Oil of California, 
tie Columbia Oil Producing Co. of Cal. and a 
number of similar properties, to enable these pro; 
erties to develop and control large domestic and for 
eign business. Old and established properties a 
quired and they have done very well. Based upon 
dividends declared by Union Oil of Cal., which are 
much smaller than earnings, and past earnings by Co 
lumbia Oil, the stock of Delaware Company should 
show about $2.40 a share annually for each share, afte: 
allowing 6% return on the cash capital of the con 
pany. Asset values figure out to about $63 a shar 
fur the new stock. Capitalization will consist of 
5.000,000 shares with no par value, of which 1,008. 
000 shares are outstanding, and company starts with 
no other liabilities. Interests connected with proj 
erty of very high calibre. Five hundred and eight 
thousand shares offered for public subscription 
$40 a share. 

V. VIVAUDOU, INC. Manufacturers and distri! 
utors of perfumes, talerm powder, tooth paste an: 
other toilet articles, and is one of the largest cor 
cerns in this line in the world. Some of its trad 
mames are very valuable. Proceeds from sale to b« 
used to expand manufacturing facilities and further 
develop export business. Sales now running at thy 
rate of $5,000,000 per annum. Net earnings from 
operations are at the rate of $1,200,000 annually. 
with present four plants supplying only 66% of th: 
demand. Orders are constantly increasing. Appli 
cation will he made to list this issue on the New 
York Stock Exchange. Capitalization authorized an‘ 
to be presently issued, 300,000 shares of no par value 
Offered at $31 a share. 
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Trade Tendencies 
As Seen by Our Trade Observer 
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T= average investor has neither the time nor the opportunity to follow developments in 
the various industries, although such developments at times are of vital importance 
in the consideration of the long range prospects for securities. This department will sum 
marize and comment upon the tendencies in the more important trades as expressed in the 
authoritative trade publications and by recognized leaders in the various industries. As 
the general tendency in a given trade is but one of the many factors. affecting the price of 
securities representing that industry, the reader should not regard these Trade Tendencies 
alone as_ the basis for investment commitments, but merely as one of the many factors to be 


considered before arriving, at a conclusion.—Ep1ror. 


Steel 
Striking While Steel Is Hot 


The strike which is the outstanding 
feature of the steel industry as we go 
to press does not seem to have affected steel 
orders unfavorably, as they keep increasing 
until many mills report themselves booked to 
capacity for the remainder, and some even 
some distance into 1920. Sheet, plate and bar 
mills are especially active, and are refusing 
offers for 1920 business. 

The latest report shows unfilled orders of 
U. S. Steel at 6,109,103 tons, the best figure 
since January, and a continuation of the in- 
crease which began in June. 

Increased activity is reported in rails, with 
the Railroad Administration’s order for 200,000 
tons of steel rails, and Charles M. Schwab’s 
prediction that the roads’ requirements for 
the next twelve months would total 5,000,000 
tons. At the same time it is well known that 
the roads will need large amounts of equip- 
ment. The only question is how these admit- 
tedly necessary purchases are to be financed. 
It is undeniable that most railroads are not in 
a financially strong position at the present 
time, and outside of the administration plan 
for a $400,000,000 national equipment trust 
nothing has been done in this regard. As 
far as the steel industry is concerned, this 
means a large volume of waiting business 
which will begin to come on the books in a 
few months, in all probability. 

Business is especially active in structural 
iron, where mills are operating at latest re- 
ports at 78.5 per cent. of capacity, an improve- 
ment over last month, and the best since last 
July. Prompt deliveries in all fields are at 
a premium, especially in view of a_ possible 
checking of shipments because of labor diffi- 
culties later, but mills find it difficult to comply 
with this demand because of the heavy orders 
with which they are loaded up. 

The recent improvement in shipbuilding has 
reacted favorably upon plates, shapes and 
bars, in some of which small price advances 
have been noted. Both producers and buyers 
seem to be‘anxious to do as much business for 
nearby delivery as possible, as production costs 


for next year, what with the uncertainty as to 
labor, coal, coke, etc., are highly uncertain, 
while consumers are anxious to accumulate as 
large stocks as they can carry of semi-finished 
steel products. 


Large Export Demand 


The export demand for steel products is said 
by steel men to be much heavier than was ex- 
pected, considering the present difficulties in 
the way of exporting. South America, Japan, 
the East Indies, and England are among the 
heavy customers. Light rails for export are 
in great demand, in connection with foreign 
industrial and railroad projects, and construc- 
tion materials are being bought in large quan- 
tities for foreign account. Japan's shipbuild- 
ing program makes her a large buyer of plates 
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and other ship materials, and railroad equip 
ment, including cars and locomotives, is being 
bought by both Japan and South Africa. 
_ Another field in which large export business 
is being done is tin plate and sheets, for which 
the Orient is a good market. Much European 
business is still in the inquiry stage, and in- 
dications are that it will not advance beyond 
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that until arrangements are made for inter- 
national financing. A large Belgian order for 
railroad equipment, for instance, is known to 
be hanging fire pending the acquisition of a 
sufficient credit in this country, as otherwise 
a long-term credit is demanded. Much the 
same applies to a number of the newer coun- 
tries of West Central and Southern Europe, 
which are badiy in need of supplies, but whose 
demand in view of financial conditions is as 
vet only potential. 

What the strike will do to the industry, how 
great a proportion of the workers are out, and 
the outcome of the struggle, are matters of 
the greatest importance but also of the deepest 
uncertainty as we write. 


Railroads 


Cummins Bill Crystallizes Discussion 


The Cummins bill for the restoration of the 
railroads to private ownership has proved the 
center of recent discussion of the railroad prob- 
lem, and so far two sets of objections have 
been found against it. In the first place, the 
National Association of Railway Executives 
has announced its hostility to the plan because 
of its restrictions on earnings, as it provides 
that all earnings beyond a “fair return” on 
the value of the property be turned in to a 
general fund, to be used among other things 
for the benefit of the weaker roads. 

The Association of Railway Securities 
Owners has no such objection to the bill, it is 
pointed out, as it represents mainly the inter- 
ests of the bondholders, who would be amply 
protected even if earnings were kept down to 
a point which would be unsatisfactory to the 
stockholders, for whom the Association of Ex- 
ecutives speaks. It is urged that such limita- 
tion of earnings would repel capital, dis- 
courage enterprise and efficiency, and in 
effect be a confiscation of property. Much 
more to the point, it is argued that a limita- 
tion of earnings will result in a great prepon- 
derance of bonds over stocks in future railroad 
financing, because the element of greater in- 
come which makes stocks at least as attractive 
as bonds in spite of their greater risk would 
be taken away. It is agreed by all railway 
economists that it is desirable that railroads 
be financed as largely as possible by stocks 
rather than bonds. 

On the other hand, representatives of rail- 
way labor unions strongly object to the bill 
because of its provision that railway strikes be 
declared illegal and strikers subject to fine and 
imprisonment. They appeal to the principle of 
economic freedom which they declare is being 
menaced by the bill, declaring that the right to 
strike is fundamental and that labor cannot 
afford to have it taken away. 


Preparations for Return of Roads 


Pending the guentons solution of the 


railroad problem, Director-General Hines is 
apparently going along on the basis of the 
President’s speech as to the return of the rail- 
roads to private ownership by the end of the 
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year. In expectation of this step, he has or- 
dered every railroad to make an inventory of 
its equipment and supplies as of December 31, 
1919. It is announced that according to pres- 
ent plans, some weeks before the official ter- 
mination of Government control the former 
managing staffs will be put back in charge of 
the railroads, so as to be all ready to resume 
operation under private control as soon as ap- 
propriate legislation is passed. 

The Director-General has taken steps to re- 
lieve the car shortage of which a good deal of 
complaint was heard some weeks ago by order- 
ing all railroads to which cars had been al- 
lotted to take them over irrespective of their 
wishes in the matter. Some of the roads had 
objected to taking over their allotments be- 
cause of the high prices which they would 
have to pay, and in consequence found them- 
selves swamped by the traffic which has been 
increasing considerably within the last few 
months. 

Of the 100,000 cars ordered by the Railroad 
Administration last year, more than half are 
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in service, and the number of those in storage 
awaiting lettering and assignment has been cut 
down from 34,000 in August to about 17,500 in 
the first week of September. At the present 
rate of shop work these should all be in 
service by the first week of October. 

_ Traffic continues to be exceptionally heavy 
in practically all districts except the East, and 
revenues have gone up correspondingly on 
most railroads. The grain movement con- 
tinues to be heavy, except where it has been 
held up by lack of cars, at which points there 
have been heavy accumulations. When the 
cotton crops begin to move it is expected they 
will still further strain the facilities of the 
railroads, but these are being increased to take 
care of both the outward-bound crops and the 
large supplies of goods and machinery which 
are expected to come into the crop-growing 
districts following the disposition of their 
products. 





TRADE TENDENCIES 


Cotton 


Prices Seem Headed Upward 


Within the last month and a half the price 
of cotton has been steadily falling. The rea- 
sons for this were partly technical, inasmuch 
as the cotton bulls had heavily discounted the 
unfavorable crop reports by rapid price ad- 
vances, and a good deal of the buying was of 
a character which would be dislodged by a 
sustained bear campaign. There was the break 
on the Stock Exchange, with which the cotton 
market reacted, partly in sympathy, and partly 
because moved by the same causes: labor 
troubles, the weakness in foreign exchange, 
and uncertainty as to price movements caused 
by the agitation for a lower cost of living. 

The weather has been uniformly good in the 
. cotton belt since the end of August, at which 
time the pessimistic Government report ap- 
peared, though threats of a tropical storm over- 
shadowed the cotton market a few weeks ago 
to such an extent as to drive the shorts to 
cover. 

In spite of all these factors, however, we 
believe the trend of cotton prices will be event- 
ually upward. In the first place, a good many 
of the bearish arguments have been losing their 
validity of late; the foreign exchange situation, 
for instance, should be somewhat relieved with 
the passage of the Edge Bill, and it is highly 
probable that the large-scale financing of 
European purchases on which a good deal of 
American business depends will soon be con- 
summated. This would bring back into active 
buying competition England, France and Ger- 
many, all of which are sorely in need of raw 
material to keep their textile machinery going. 

Labor troubles appear to have been pretty 
much discounted by the market, and the high 
cost of living agitation has passed the initial 
menacing stages, where every producing in- 
dustry was afraid that it would be singled out 
for attack. In this connection it is to be re- 
membered that cotton was not among the 
staple commodities mentioned by President 
Wilson in his high-cost-of-living speech. 

The first report of the Census Bureau on the 
ginning of the cotton crop of 1919 prior to 
September 1 was unexpectedly bullish. It 
showed that the early ginnings amounted to 
only 138,993 bales, compared with 1,038,078 
bales at the same time in 1918 and 614,787 
bales in 1917. The cause was the lateness of 
the cotton crop, and attacks of the boll weevil. 
The bullish argument deduced from these facts 
is that the crop, being from two to four weeks 
late, runs all the more risk of frost killing, 
which may begin in early October. 

There is no doubt that no matter what hap- 
pens, the 1919 crop will be one of the shortest 
of recent years, following four successive short 
crops since the record-breaking crop of 1914. 
At the same time, world demand will be at the 
crest because it is ready for peace-time pro- 
duction for the first time since 1914. 


Will the Cotton Man Fix His Own Price? 


What may turn out to be the most revolu- 
tionary change in the history of cotton trading 
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is indicated as the result of the cenvention of 
the American Cotton Association in New Or- 
leans a few weeks ago. The price-fixing com- 
mittee of the convention brought in a resolu- 
tion fixing a scale of prices ranging from 36 
cents a pound for September cotton to 40 
cents for May, with suggestions that in view 
of production costs these prices were to be 
considered minima and likely to be raised with 
the formal declaration of peace and the cre- 
ation of facilities for the exporting of cotton. 

The convention endorsed a resolution for 
the formation of an association of cotton 
growers and factors to by up every bale 
of cotton grown in the country at the 
prices fixed, for resale at a level in no 
case below the minimum. The association is 
trying to enlist the cooperation of Southern 
bankers in financing the plan by the free lend- 
ing of money on the basis of warehouse re- 
ceipts for cotton actually in storage. In addi- 
tion the plan proposed by W. P. G. Harding, 
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head of the Federal Reserve system, for the 
financing of cotton exports, plans for which 
were dropped about two months ago, was 
unanimously endorsed, and plans are being 
considered for its execution. The association 
also called on its members not to accept very 
low prices for their lower grades of cotton. 

Speeches made at the convention, one by 
Senator Smith, of Georgia, for instance, show 
that the object of these resolutions is to put 
the fixing of the price of cotton in the growers’ 
own hands, and to take them out of those of 
the speculators, who are alleged to be fatten- 
ing on their profits while the farmer has to 
work long and hard and then take a gambler’s 
chance on the price of his product. Whatever 
the facts may be as to the relative proportion 
of the price of cotton which goes into specula- 
tors’ profits and into farmers’ earnings, one 
thing is clear—that the price of raw cotton as 
fixed in the open market is at the present time 
from 7 to 11 cents a pound below the prices 
fixed by the growers’ committee, which would 
“eliminate the middleman.” 
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Oil 
Expansion in Industry 

ln spite of a production greatly increased 
over even the 1918 figures, when the industry 
was straining every nerve in obedience to the 
war needs ot the country, the oil industry still 
finds demand ahead of available supply in most 
branches. An outstanding feature of the re- 
cent news was the announcement that Penn- 
sylvania crude, whose price is practically the 
basing-point for the rest of the oil fields, had 
been advanced from $4 to $4.25 a barrel, with 
advances in other grades of Eastern crude oils. 
The increasing consumption and inability of 
production facilities in the East to keep up 
with the demand caused this action, and it is 
more than likely that other oil territories will 
fall in line. : 

The pressure of demand is felt most heavily 
in illuminating and other refined oils, particu- 
larly kerosene and gasoline, though the sum- 
mer and vacation demand for the latter has 
passed its crest. The large surplus of fuel oil 
which was left on the hands of producers when 
army and navy orders ceased coming in after 
the armistice has been steadily absorbed, par- 
ticularly as oil has been making great head- 
way as a substitute for coal as fuel on ships, 
railroads, and in industrial plants. 

This surplus in the fuel oil grades has been 
keeping prices stable in that department, but 
indications are that soon demand will make 
itself evident here as in the other grades of oil. 
Export demand has been especially heavy of 
late, particularly in the refined grades. 

Statistics for incorporation of new oil com- 
panies show a substantial decline from the 
record-breaking figures of July, but improved 
production methods and more intensive ex- 
ploitation of oil-bearing territory have shown 
their results in record production. In Texas, 
for instance, it is estimated that the oil out- 
put for the first six months of this year was 
100 per cent more than the production for the 
similar period of 1918, in spite of the cessation 
of the enormous military and naval demand. 
However, no fears of overproduction are being 
expressed by those connected with the in- 
dustry. 

The movement for the replacement of coal 
by oil as a fuel is being helped considerably by 
the high price and shortage of the bituminous 
grades of coal. It has been announced that 
one naval architect is working on plans for 
the conversion of shipping worth $50,000,000 
from the use of coal to that of oil as fuel. In 
New England and New York many power 
plants are turning to the use of oil, to such an 
extent that the Bureau of Standards and Ap- 
peals has found it necessary to formulate rules 
for the installation of oil-burning equipment 
and the storage of oil. 

In the meantime production continues so 
heavy that it has exhausted the pipe-manufac- 
turing resources of the country, and for lack of 
proper pipeline connection many producers are 
putting up large numbers of the standard 55,- 
000-barrel tanks, which are made of steel 
sheets, where the pressure on manufacturing 
capacity is not as yet so heavy. 


Political Aspects 

The passage of the land-leasing bill by 
Congress means that a large acreage will be 
opened to producers on favorable terms which 
has been closed since the Taft withdrawal of 
1909. Satisfaction with the bill is expressed 
by practically all who comment on it, and it is 
expected to do much toward helping along the 
oil industry. 

Developments in Mexico are not so favor- 
able, inasmuch as that country has taken a de- 
cided stand in favor of the nationalization of 
oil lands, and is now engaged in working out 
a defence of those presidential decrees in am- 
plitication of Article 27 of the Constitution of 
1917, declaring the lands the property of the 
Mexican Government, which make the law re- 
troactive. Should this attitude on the part of 
Mexico be permanent, it will mean that some 
of the most productive oil fields in the world, 
as far as the lower grades of oil are con- 
cerned, will have to remain idle for a long 
period of time because foreign capital will be 
kept away and domestic capital is as yet negli- 
gible. It has been estimated that to exploit 
tully the oil resources of Mexico would re- 
quire about $1,800,000,000, of which ‘ about 
$300,000,000 has been spent to date. 


Railway Equipment 
Expansion Plans 


Although its greatest customer, the railroad 
network of the United States, is practically 
out of the market as a buyer, the railroad 
equipment industry is enjoying a good measure 
ot prosperity, and is reaching out for more. 
Business to date has been active enough to 
make equipment securities among the most 
spectacular on the market in their fluctuations. 
Most of this business is based on export 
orders, though domestic industrial demands 
have a share in it. 

Many countries of South America, feeling 
that they are more prosperous now than they 
have been for a long time, are wisely investing 
a great part of their wealth in railroads, which 
will take some time to show results, but which 
they realize will benefit them immeasurably in 
building up an industrial organization in 
hitherto undeveloped States. To some extent 
this is true of such oriental countries as Japan 
and India, where railroad building has been 
active during a period of prosperity and 
where national policy has favored the growth 
of industry. 

Many of the newer countries of Europe have 
the same desire to build up industry, and 
hence are in the market for railroad equipment 
as a preliminary step, but their great trouble 
is lack of ready funds and consequent depen- 
dence on such credit as they can obtain piece- 
meal from American manufacturers in default 
of any broad comprehensive policy for the 
financing of experts. 

An cutstanding example of this is the recent 
transaction whereby a leading American equip- 
ment manufacturer sold a large locomotive 
order to Poland on the basis of ten-year notes. 
Few equipment makers, however, have the re- 
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sources to do much business on this plan, and 
ultimately some way must be found for the 
extension of long-term investment credit by 
wide-spread popular participation in foreign 
securities. 

A great step forward in the development of 
a large export trade in equipment is being 
made, it is understood, with the announcement 
that plans are being considered for the forma- 
‘ion of an export corporation for the joint 
marketing of the American product, as per- 
mitted by the Webb-Pomerene law. At least 
me of the functions of the proposed corpora- 
tion, it is said, will be to act as a debenture 
ompany, to receive the security issues of for- 
eign governments on the basis of sales of 
equiments and issue securities of its own using 
‘hese as collateral. The enterprise is said to 
have the backing of five of the largest manu- 
facturers in the country and of a very promi- 
nent banking house. Such action will probably 
be taken independently of Congressional leg- 
islation on the Edge Bill or the Davison plan. 
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Domestic Equipment Financing 


The question of financing is the uppermost 
one in the domestic field too, and considerable 
progress is reported in the conferences of 
vankers, railroad company officials, and officials 
of the Railroad Administration on the plan for 
the financing of railroad purchases of equip- 
ment by the formation of a $400,000,000 
national equipment corporation, which is 
stated by railroad executive officials to have 
the backing of 90 per cent of the roads in- 
volved. 

The Railroad Administration is to be directly 
responsible for $100,000,000 worth, and the rest 
is to be provided for by the issue of equipment 
notes, which are to be repaid at the end of 
fifteen years by annual retirement provisions. 
Some delay is expected before the plan 
finally goes into operation, as Congressional 
action will be needed to authorize the forma- 
tion of such an equipment corporation with the 
power to issue notes, and Congress will not 
act on any national matter, it has been an- 
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nounced, before the Peace Treaty is definitely 
out of the way. 

It will also take some time before the law- 
yers representing the different interests in- 
volved agree on the exact wording of the in- 
denture under which the notes will be issued, 
and besides the indenture will have to be sub- 
mitted to each railroad individually for its 
consideration. Some time will be saved by the 
use of a uniform indenture, however. The 
delay will not do much harm, it is said, be- 
cause the bond market is not at present in 
condition to absorb a large block of new issues. 

Some action along this line is in order soon, 
however, as the Railroad Administration has 
announced that it will not enter the market for 
any new equipment under the terms of the 
Government's promise to return the railroads 
to their owners in as good condition as when 
taken over, believing that sufficiently large 
stocks of equipment are now available to 
equal the amount held by the railroads at the 
end of 1917. The only exception to this is the 
order for 200,000 tons of rails whose allocation 
among rail makers has been announced. It is 
possible that purchases in excess of this 
amount may have to be made when estimates 
come in from the railroad executives to their 
needs between now and the first of the next 
year. 

Operating directors of the roads have also 
been instructed to make such purchases as 
they consider absolutely necessary to put their 
lines back into the same condition as they 
were when taken over, though it is not ex- 
pected that orders from this source will 
amount to much. The great increase in 
amount of railroad equipment business will 
come when the equipment firancing plan is 
finally brought to completion and is added to 
the heavy foreign and domestic business now 
heing done, together with the new business 
which will be encouraged by the formation of 
the export financing organization now being 
worked out. 


Shipping 
Foreign Port Congestion 


A subsidiary result of the heavy exports 
from the United States which have featured 
the past months has been the accumulation of 
goods at the principal European ports in such 
quantities that the existing facilities are in- 
adequate to take care of them. For this rea- 
son ships are often held up in port for days at 
a time, and the net result is the same as if 
the tonnage of the world were cut down by 
15 or 20 per cent. Shipments are cone made 
regularly, and the rate situation is satisfactory, 
but shipping men complain of the incompe- 
tence which they allege is shown by the Ship- 
ping Board. It is alleged that the Board has 
delayed tonnage for one to two weeks, thus 
allowing goods to accumulatg at Atlantic ports 
pending shipment abroad. 

A certain amount of competition is becom- 
ing evident among shippers, although it is not 
so intense as to lead to rate-cutting. The rates 
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lixed by the Shipping Board seem to be satis- 
factory, but predictions are being made by 
shipping men that after the heavy crop move- 
ments of this fall rates will go down and stay 
down for a considerable time, because of the 
large volume of commercial shipping which 
will be ready for service soon. With the de- 
creasing movement in exports which has been 
caused ‘by the uncertain foreign exchange situ- 
ation, some of the pressure on the available 
shipping is being lightened, and a continuance 
of this tendency in our foreign trade may find 
us with a merchant marine too large for our 
needs, it is said. 

The Shipping Board is redelivering to pri- 
vate operators those ships which were taken 
over for transport and other Governmental 
purposes. It is estimated that not many are 
left in this class. 


New Capital Attracted 


Shipping prospects are still bright enough, 
however, to attract considerable new capital, as 
shown by a survey made by a New York finan- 
cial newspaper. During the month of August 
the capitalization of new shipping companies 
exceeded the figures for any month since June, 
1917. It is to be noted that only one of the 
new firms is a shipbuilding enterprise, the 
others being engaged in ship operation. This 


indicates the existence of a surplus of ship- 
building facilities created by war needs. 


The 
Pacific coast shipyards, for instance, com- 
plain that when they are through with war 
orders on which they are now working, they 
will be hard put to it to get along unless 
freight rates on Eastern ship steel are reduced. 

To attract more capital to the shipping in- 
dustry, a bill has been proposed in Congress 
which would make a first mortgage on a ship 
prior to all other maritime liens, including 
liens held by ship repairers. The Government 
is said to expect that the passage of this bill 
will help materially in the absorption by pri- 
vate capital of the new merchant marine. 

The future marine policy of the Government 
is still being worked out in committee, and 
from statements of the House committee chair- 
man, apparently will not include any provision 
for Government ownership. It is anticipated 
that the price of shipping will have to come 
down on the ground that the shipping turned 
out during war time was based on inflated pro- 
duction costs. The Senate bill, which is under- 
stood to have the backing of the Shipping 
Board, provides for the sale of Government- 
owned ships to private owners, the creation of 
an amortization fund not subject to taxes for 
the purchase of new vessels, and the establish- 
ment of a Marine Development Fund from the 
interest due on deferred payments by pur- 
chasers of ships from the Shipping Board and 
from the net profits of the Board, to be used 
for developing new routes, terminal improve- 
ments and educational work. 

British competition is not very intense, nor 
is it expected tg be until British homeward- 
bound ships can carry goods out from English 

orts on which freight is paid instead of carry- 
ing ballast, and that will not be until produc- 
tion returns to normal in the British isles. In 
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addition, there is a great deficit still to 
overcome in British shipping, estimated 1 
cently at 2,500,000 tons, hgured as the outp: 
of ftteen ‘months work at the best standai 
of efficiency made to date. Japan, howeve 
while not yet to be regarded as a serious riva 
is undoubtedly making considerable progres 
in the development of its merchant marine and 
is now near the crest of a great shipbuildin 
campaign. 


Public Utilities 
Tractions in Worst Position of All 

Recent developments in the field of publi 
utilities have indicated that the electric rail- 
ways are the most unfortunate of all. Wit 
the restoration to private control of the tw 
great telegraph systems, one of them imme 
diately cut its rates by 20 per cent, and its 
competitor found it necessary to issue a stat« 
ment explaining why it did not do the san 
Within recent weeks a New York City tele 
phone company has announced a substantial 
reduction in rates, accompanied by defini 
promises of improved service involving th« 
expenditure of many millions. 

The traction situation in New York Cit) 
has been getting worse as it goes along. Th 
present alignment shows the city administra 
tion sticking to its position that higher fares 
should not be granted, while on the other sid 
are the companies, the receivers, the Federal 
Court judge who appointed the receivers, the 
Public Service Commissioner in authority. 
and an outside report drawn up at the 
request of the bondholders’ protective com 
mittee. All of these men state that the on! 
great traction system of New York which is 
not yet in the hands of receivers will be driven 
to bankruptcy in a short time if financial re- 
lief is not granted by the permission to charg 
higher fares. 

The report of the investigation called for by 
private interests shows that while the roads 
have been maintained at normal efficiency, re- 
serves for depreciation and obsolescence have 
been discontinued because they were not mak- 
ing enough money, and in addition it may be 
found impossible to pay interest charges on 
outstanding bonds by the first of the year 
Judge Mayer, who appointed the receivers for 
the B. R. T., and the New York Railways Co., 
has come out openly with a statement that the 
roads are facing bankruptcy because of the 
attitude of city officials in holding them to th« 
letter of their bond, in other words, to the 
provisions of the charter authorizing them t 
charge only a five-cent fare. These charters 
were drawn up long before present condition; 
were anticipated, and rising costs with sta- 
tionary income have resulted in diminishing 
income to the point where bankruptcy is prac- 
tically inevitable. 

The results of this policy have been, first, an 
unwillingness on the part of the company to 
add to its operating expenses by granting wage 
increases even where justified, to its employees, 
causing strikes with their consequent extreme 
inconveniences to the public in many cities. In 
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the second place, and this is particularly true 
of New York and other large cities, attempts 
have been made to cut operating costs by dis- 
sociating lines formerly held together in large 
operating units. This disintegration has meant 
inconvenience and higher traveling costs to 
the public, since the newly separated small 
companies charge their own fares and suffer 
by the loss of the economies of large-scale 
operation. 

The final burden of the hardships of the 
utilities companies is thus borne by the public. 
Municipal operation is visualized as the prob- 
able outcome of this situation, and has been 
the suggestion made frequently before the Fed- 
eral Electric Railways Commission, which is 
now investigating the traction troubles of the 
United States. Since conditions vary so 
widely in different communities, however, it 
is scarcely to be expected that a single policy 
of universal application will be the result of 
the commission’s hearings. In fact, it is more 


or less of a problem just what sort of result 
they are expected to bring. 


Rubber 


Recent Firmness of Market 


The rubber market which had been almost 
purely a buyers’ affair for a good many 
months, has begun to show signs of strength- 
ening. The principal feature of the rubber in- 
dustry from the price point of view has been 
the steady rise in production accompanied by 
an equally steady fall in prices. The importa- 
tion of rubber by the United States has pro- 
gressed even faster than the rise in world pro- 
duction, and of late the heavy demand for 
tires has been the one thing that stiffened the 
market. 

England’s practical control of raw rubber 
supplies, amounting to about 63 per cent of 
world production, has tended to raise the price 
of late in two ways. In the first place, the an- 
nouncement that the rubber industry would be 
regarded by the British Government as one of 
the key industries to be supervised as to ex- 
ports means that it is more than likely that 
British regulation of colonial exports of crude 
rubber and restrictions as to quantity may be 
expected. It is probable, also, that American 
manufacturers, who consume two-thirds of the 
rubber of the world, wanting to be insured 
against scanty supply later, are quietly laying 
in as large stocks of the raw materia! as they 
can conveniently take care of. 

In the second place, the disturbances in the 
foreign exchange value of the pound sterling, 
which have been especially aggravated within 
the last few weeks, have made dealers un- 
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willing to enter into arrangements for the im- 
portation of rubber from British possessions 
which would involve the use of the highly un- 
stable pound sterling. Naturally, this does not 
affect the importation of Para rubber, where 
dollar exchange is understood to prevail, but 
Brazil supplies only a small and decreasing 
proportion of our rubber needs since the dis- 
covery that it is possible to plant rubber trees 
on plantations. 

These two factors, with the increasing de- 
mand for rubber by tire manufacturers, who 
are the largest consumers of crude rubber in 
the United States, and the development of a 
considerable export trade of late in rubber 
goods which Germany used to supply, explain 
the recent vigor of the rubber market. 

The surplus of crude rubber which over- 
hung the market for a considerable time seems 
to have been absorbed, and imports are making 
a better showing. It is estimated that rubber 
importation since the armistice has been 20 
per cent larger than for the similar period a 
year ago. 

The Scrap Situation 


Not much improvement can be reported in 
the deadlock existing between the scrap deal- 
ers and the reclaimers. The latter claim that 
current scrap prices are too high, as reclaim 
rubber is selling at very low prices to attract 
any business at all, in view of the cheapness 
of high-grade virgin crude rubber. Hence the 
scrap market is unusually dull, mills running 
at about 50 per cent of capacity and large 
stocks being accumulated 

A heavy export demand is expected to mater- 
ialize as Europe's reconstruction needs become 
evident, but up to the present the domestic 
demand for scrap has not proven sufficient to 
absorb the available supply. Whether the 
future Imperial policy of the British Govern- 
ment will make any difference in this situation 
depends on how strict the regulation of ex- 
ports turns out to be. Should the restrictions 
be pronounced it may be expected that the 
scrap market will boom, and higher prices 
would be in order. 

In view of the continued high production of 
the plantations, the steady improvement in 
producing methods, new devices for increasing 
the efficiency and wear of tires, and the post- 
ponement of the inevitably heavy European 
demand, it is not expected that the price of 
rubber will advance for some time. The two 
potential bullish factors are a strict export 
regulation policy by Great Britain and the 
adoption of a bill for the financing of foreign 
exports which would permit Europe on short 
notice to get started early on large-scale pro- 
duction, which would involve a large demand 
for rubber products. 





Philadelphia Rapid Transit 


Company Has Made Money on 5-Cent Fare in Spite of Rising Costs 
—The “Co-operative Plan” 


By E. H. GREENACRE 


ATISFYING employees and stockholders 
of traction corporations without step- 
ping on the toes of the public by se- 

curing higher car fares sounds like an 
impossible job these days. 

The Quaker City seems to have success- 
fully accomplished the task to date, how- 
ever, and according to a recent statement 
of President Mitten, the Philadelphia Rapid 
Transit Company will carry 850,000,000 
passengers through I9I9 at an average cost 
of less than four cents per passenger. 

In view of advancing costs during the 
last five years, it is interesting to know 
some of the reasons for overcoming this 
handicap which in the case of numerous 
other traction companies has threatened 
bankruptcy unless car fares were adjusted 
upward. 


Old vs. New Conditions 
‘Back in the latter part of 1910, the af- 


fairs of the Philadelphia Rapid Transit 
Company were in a deplorable. condition. 
Labor strikes had played such havoc with 
revenues that the company was not only 
short of cash and earning insufficient money 
to continue paying its fixed charges, but 
what was even worse—its credit was ex- 
hausted. On the other hand, employees 
were dissatisfied because of working con- 
ditions and the wage scale—stockholders 
were disgusted because they had never re- 
ceived any dividends and the public had 
lost all hope of efficient car service. 

Something had to be done and done 
quickly to save the day. The stockholders 
got together and petitioned E. T. Stotesbury 
—the well known Philadelphia financier— 
to take their interests in hand. The City 
Government also favored the stockholders’ 
choice for a director general. A man of 
smaller calibre would have turned down the 
job. Mr. Stotesbury is not that kind, how- 
ever. As a matter of public duty, he con- 
sented, without pay, to undertake the re- 
habilitation and management of the 
pfoperty. 

Mr. Stotesbury wanted an _ operating 
executive and his choice fell upon T. E. 
Mitten, who was then connected with the 
Chicago street car system. A broad busi- 
ness policy was decided upon and put up 
to the interested parties, 


The stockholders were told that they 
must continue to wait for dividends until 
after the company’s promises to the public 
and to the employees were fulfilled. The 
public was promised better car service and 
new equipment. 


The financial condition of the company 
was frankly explained to the employees. 
They were informed that the company could 
not stay in business if it raised the wage 
scale, which then amounted to 22 per cent. 
of the fares received. President Mitten 
assured the employees, however, that if they 
would join him in a “co-operative plan,” 
the company would set aside 22 cents out of 
every dollar received in fares from pas- 
sengers for distribution to the motormen 
and conductors. Trainmen then received 
23% cents an hour, but Mr. Mitten esti- 
mated the rate would be not less than 28 
cents an hour within five years. 

The trainmen voted (November, 1911) to 
accept the plan. Under this plan, the em- 
ployees might join any union or other or- 
ganization without “let or hindrance,” the 
principle of collective bargaining was recog- 
nized and it was agreed to settle differences 
between employees and employer through 
branch committees, department committees, 
general committees and a board of arbitra- 
tion, all grievances being submitted in 
writing. The board of arbitration consists 
of an arbitrator selected by the employees 
and one selected by the company; the two 
arbitrators then choose a third arbitrator. 
In the event that the first two cannot agree 
upon the selection of the third member, then 
the Provost of the University of Pennsyl- 
vania, the chairman of the Public Service 
Commission and the president of the Cham- 
ber of Commerce act as additional arbitra- 
tors, the decision of any three being bind- 
ing. Other features of the plan included 
life insurance, sick benefits, pensions, etc. 

As 22 cents on every dollar of fares re- 
ceived were to be set aside for the payment 


_to the trainmen, every man had a financial 


interest in the development of more car 
riders. Alertness and courtesy were mani- 
fested by the men to render street-car rides 
an agreeable experience to the passenger. 
The company provided better car service, 
and pounded away on the theory that street 
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car riding is a habit which can be en- 
couraged, especially for short distances. 


Did It Pay? 


A glance at the accompanying table shows 
how well this co-operative plan paid from 
the financial side. 

In a nut shell, more passengers were ob- 
tained and carried at less cost per passenger, 

_wages of trainmen more than doubled and 
in 1916 stockholders began to receive a re- 
turn on their investment. 

It will be noted that 445,599,008 passen- 
gers were carried in IgI0 at an average cost 
of 4.13 cents per passenger. President 
Mitten stated recently that more than 850,- 
000,000 passengers will be carried during 
the entire current year at an average of 
less than 4 cents per passenger. The aver- 
age number of riders in 1910 was 288 per 
capita while in 1919 it bids fair to exceed 
400 riders per capita. 

The outstanding feature of the Stotes- 
bury-Mitten management is contained in a 
statement that 6,078 trainmen are now tak- 
ing in $34,000,000 of passenger earnings, 
while more trainmen were required in I910 
to take in less than $19,000,000 of passenger 
earnings. Trainmen had received 31 cents 
an hour by 1916, as compared with the 
original estimate of 28 cents. On July 15, 


1918, an advance to 43 cents an hour was 
made and later another increase to 48 cents 


an hour became effective. The manage- 
ment, in conjunction with the War Labor 
Board, raised the wages of the trainmen to 
a maximum of 48 cents an hour and ad- 
justed the scale of the other employees ac- 
cordingly. This resulted in all employees 
being placed upon a proper relative basis 
and by averaging the wage scales of other 
large cities, Chicago, Cleveland, Detroit, 
and Buffalo, the company is given a perma- 
nent basis upon which to equalize wages. 
This new basis has done away with the 22 
per cent. fund and has broadened the plan 
to include all employees upon equally favor- 
able terms. 

The public received more efficient service, 
more and better cars and did not suffer 
from any more street car strikes which for- 
merly were frequently experienced. In 
addition, free transfers were substituted in 
many instances for the so-called 3-cent 
exchange tickets, which was tantamount to 
a reduction in fares. The loss of income to 
the company has been more than made up, 
however, through introduction of the “skip- 
stop” principle and other operating econo- 
mies without permitting maintenance re- 
quirements to suffer. 

The stockholders received their first divi- 
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dend payment of 2 per cent. in 1915 since 
when a rate of 5 per cent. per annum has 
been paid. 


Capitalization and Earnings 


Philadelphia Rapid Transit’s capitaliza- 
tion consists of $30,000,000 common stock 
($29,991,660 outstanding) of $50 par value, 
which is subject to a voting trust agreement 
expiring February 20, 1921. The company’s 
funded debt amounted to $16,946,000, while 
that of the underlying companies was $57,- 
050,425. After providing for all fixed 
charges, earnings on the common stock have 
amounted to 1.69 per cent. in 1913; 1.03 per 
cent. in 1914; 0.74 per cent. in 1915; 5.58 
per cent. in 1916; 9.28 per cent. in 1917 and 
7-02 per cent. in 1918, all for months ending 
June 30. Earnings in 1918 as of December 
31 were 5.12 per cent. for the common. Net 
income for the eight months ended August 
31, 1919, was $1,001,594, compared to $1,- 
056,100 for the corresponding period last 
year, or at an indicated annual rate of little 


FARES—WAGES—DIVIDENDS—1911-1918 
Fare Dividend 

Cal. Passengers per Wages of P.R.T. 
Year Carried Passenger Trainmen Co. 
1910 445,599,008 4.13¢. 23c. None 
1911 520,425,581 4.07 23% ss 
1912 553,471,846 4.03 25 - 
1913 584,721,865 4.00 30 
1914 585,364,297 3.95 30 
1915 598,111,900 3.91 30 
1916 672,959,447 3.91 32 
1917 731,470,879 3.91 36 
1918 767,758,406 3.98 48 


better than 5 per cent. for the common in 
1919. 

Gross earnings in 1910 were $19,232,- 
622.01 compared to indicated earnings of 
$35,000,000 for 1919, or an increase of 82 
per cent., in spite of the fact that the aver- 
age yearly wage of employees has increased 
from $622.15 to $1,581.88 or more than 154 
per cent. 

Since 1916 a dividend of 5 per cent. per 
annum has been paid while the deficit from 
operations of $1,222,735.98 during 1910 has 
been changed to an accumulated surplus of 
$4,482,119.73 on December 31, 1918. 

Under an agreement with the city in 1907, 
the company cannot issue any additional 
stocks or bonds without approval of the 
municipal authorities. The Mayor and two 
citizens serve as directors on the board and 
the city is entitled to share equally in any 
dividend above a cumulative return of 6 per 
cent. to stockholders. Under this arrange- 
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ment the company agreed to establish a 
sinking fund under the control of a commis- 
sion to which monthly payments of $15,000 
are being made and which is increased 
every ten years for the balance of the con- 
tract. This fund is to be used for the pur- 
chase of the company’s stock at not above 
par ($50) and the bonds and underlying 
securities may be acquired on a 4 per cent. 
income basis. After the fund has reached 
$5,000,000, it shall be paid over to the city 
treasury, as well as all future payments. In 
addition, the company is obligated to make 
annual payments to the city treasury of 
$500,000, which also increases every ten 
years for the remainder of the contract. On 
and after July 1, 1957, the city has the 
right to purchase all the assets of the com- 
pany, which is to accept par for all out- 
standing stock, the sinking fund to be avail- 
able for that purpose. 


5% Dividend Rate Uncertain 


The voting trust certificates representing 
the common stock are quoted around $27 a 
share on the Philadelphia Stock Exchange. 
On basis of current dividend rate of 5 per 
cent. being maintained annual investment 
yield is nearly 10 per cent. The certificates 
sold at a high of 34% last year and are now 


up only about four points from their low 


of 23 this year. While 1919 dividend rate 
very likely will be earned, yet the indicated 
margin of safety is so narrow that it seems 
to be a question of only a short time before 
a reduction, at least, should be in order un- 
less the accumulated surplus is drawn upon, 
as it has been officially stated that no ap- 
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plication for an increased fare is now con- 
templated. It is going to be necessary for 
the company to secure more earnings owing 
to increasing costs and a record is now 
being compiled of the results of traction 
experiments in other cities. 

The company has waged a gallant fight 
against rising costs but its resourcefulness 
is going to be tested severely if present 
operating conditions continue very much 
longer. The management has been ex- ~ 
traordinarily efficient ever since it took hold 
in I91I and if a favorable way out can be 
devised those in charge evidently are the 
ones to handle it successfully. 

The current yield of nearly 10 per cent. 
of the P. R. T. certificates, with their selling 
at $27 (par $50), reflects the uncertainty 
about the future of the 5 per cent. dividend 
rate, but the price of the security itself 
seems to have largely discounted this condi- 
tion. 

As an out and out traction speculation 
P. R. T. contains fair profit possibilities. 
The company certainly must operate its car 
system and if it continues to enjoy the con- 
fidence of the public and its employees 
which has been created by the “co-operative 
plan,” it seems that a solution of any con- 
tingent financial difficulties will be worked 
out. 

That the company has been able to make 
money on a five-cent fare in the face of 
highly abnormal operating costs during the 
last several years, and at the same time 
render satisfactory service, is indeed a re- 
markable record and one of which the man- 
agement should well be proud. 





BROAD STREET AS IT ONCE WAS 


SP) 








This view shows the 
canal in Broad Street 
in 1659. While New 
York, then New Am- 
sterdam, was in the 
possession of the 
Dutch, a drain was 
made through what is 
now Broad Street. This 
drain developed into a 
canal, which was 
known as the “Gracht.” 
It was crossed by a 
small bridge; hence the 
modern Bridge Street. 
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Outlook for Zinc Industry 


The Fundamental Difficulty of the Industry and Its Significance to 
Investors—Prospects for Zinc Metal and Zinc Securities 


By A. C. HAMILTON 


NTIL a few months back the trade 
spoke generally of spelter, and not 
of zinc, which is really the correct 

name for the metal. Thanks to the efforts 
of the American Zinc Institute, however, 
the right name of the metal has come into 
wide use in the trade. One of their slogans 
is: “Why not call zinc by its right name?” 
The name spelter had its origin in the 
Chinese designation for the metal, namely, 
“spianter” or “spialter.” In the sixteenth 
and seventeenth centuries zinc was imported 
from China into Europe under these names, 
and the English word “spelter” has re- 
mained ever since. 

Beginning in April, the demands for zinc 
began to show an improvement, which has 
generally continued to date, and indications 
point to a larger consumption in the future. 
Prices have shown a little improvement 
from the low levels since the beginning of 
the year and for prime western are now 
around 7.10c. for East St. Louis delivery 


during the last quarter of 1919 and 9.45¢c. 
for New York delivery. 

The demand for finished products, chiefly 
zinc sheets and plates, which consume about 
10% of the total output of zinc, is stated to 


be running ahead of production. On the 
whole, consumption has fallen off in the 
past few weeks, due to the many uncertain- 
ties in the industrial situation, but it has 
generally been running close to production 
in recent months, which, however, is at a 
rate much below the capacity output. 
Zinc Industry and Zinc Securities 

The zinc industry is by all odds one of the 
most interesting in America. Overproduc- 
tion has been the chronic difficulty, and this 
ailment has been aggravated by conditions 
created by the war, right from its inception 
in 1914. Even under the stress of war 
necessity, there was an abundance of zinc, 
and the Government had little apprehension 
as to the sufficiency of the supply, despite 
the fact that zinc entered into the making 
of every piece of ammunifion, chiefly in the 
form of brass. After the signing of the 
armistice, it was rather a problem to cut 
down the production with as little injury as 
possible to the interests affected, and to 
bring together the various factors in the 
trade to cure an overproduction. The big 


problem before the industry is to find new 
uses for zinc, and vigorous campaigns are 
now being carried on to do this. 

In the years 1912 to 1914, inclusive, the 
average annual output of spelter in this 
country was around 347,000 short tons, 
which was about equal to the aggregate of 
domestic consumption and exports. There 
are, however, large stocks to be considered. 
The Allies’ requirements for zine stimulated 
production and made large profits possible 
for a couple of years or so. In 1915 pro- 
duction had increased to 489,519 short tons; 
in 1916 to 667,456; in 1917 to 669,573 tons, 
but in 1918 it had declined to 537,500 tons. 

Evidently the European war had stimu- 
lated production, and the entrance of the 
United States early in 1917 led the pro- 
ducers to believe that this Government's re- 
quirements would be heavy. But unfortu- 
nately the actual demands for war purposes 
did not live up to the producers’ expecta- 
tions, owing to the sudden ending of hos- 
tilities, and the civilian needs for galvaniz- 
ing iron sheets and the making of brass 
had passed away, as black sheets and cop- 
per could not be had. Consequently stocks 
of zinc began to pile up, increasing from 
17,600 short tons to 53,700 tons during 1917, 
and prices naturally moved the other way, 
declining from a 10.82c in March to 7.77 
in December. The 1918 output was there- 
fore very much reduced, and the heavy 
stocks were drawn upon. 

The chief field for the mining of zinc 
ore is the Joplin district, which comprises a 
large area in the states of Missouri, Kan- 
sas and Oklahoma. Other important sec- 
tions are the Wisconsin district, the Western 
district around Butte, Montana, the Frank- 
lin, New Jersey district and the Tennessee, 
Nevada, and New Mexico districts. At 
present the Joplin district is operating at 
about 60% to 65% of capacity, the Wis- 
consin district at 75%, and the large elec- 
trolytic refinery of the Anaconda Company 
in Montana is temporarily closed down. ~ 

The Joplin district is the most interesting 
of all the fields. Deposits of zine in the 
United States can be more easily, quickly 
and cheaply worked and operated than de- 
posits of any other metal, and this is par- 
ticularly true of Joplin. The lands there 
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are usually leased under stringent terms of 
operations and much prospecting is en- 
couraged by the possibilities of large profits 
when zinc prices are high. The approxi- 
mately 208 producers there work independ- 
ently, competing against each other in sell- 
ing their ore to the smelters. The result is 
frequent over-production, cutting down in 
the price received for ore and operation at a 
loss as a general rule by all but the low cost 
producers. Conditions in the other fields are 
somewhat better, as attempts are made to 
adjust the output to the demand, but Joplin, 
as it has been worked for many years, is 
enough to keep the industry in an unstable 
financial condition. 


Smelting Is Simple 


To add to the difficulties, the process of 
smelting zinc from the concentrates is sim- 
ple and comparatively cheap. The setting 
up of natural gas smelters, retorts, etc., does 
not require much capital; old plants can 
easily be extended and idle plants dis- 
mantled in one place and set up in another. 
When the price of zinc ore gets low, smelt- 
ers are naturally encouraged to produce a 
great deal of the metal. The production 
very soon exceeds the consumption, large 
stocks pile up, and before very long they 


become so large that they must be liquidated 
in whole or in part before the situation can 


again correct itself. The loss to the smelt- 
ers is large, and is only partially made up 
when prices again advance closer to normal, 
and this naturally reacts on the ore pro- 
ducer. 

This cycle is quite periodic in the zinc 
industry, and its principal cause is the lack 
of co-operation among the smelters and 
also among the miners themselves as well 
as with each other. The financial stability 
of the industry can be assured only if some 
sort of co-operation is worked out. The 
smelter should not permit an overproduction 
to develop, as this is in considerable 
measure responsible for the unprofitable 
condition of the industry. Steps should be 
taken to adjust production according to con- 
sumptive demands and so as to result in 
reasonable stocks, and low ore prices should 
not have an undue influence on the output. 

A high authority informs me that the 
present capacity for the production of zinc 
in this country is about 700,000 tons an- 
nually, and the normal consumption is about 
350,000 tons annually. The need for keep- 
ing production down is therefore patent, 
and new uses must be found for the metal. 
The point for the investor to consider is 
that the zinc industry generally will not be 
a very attractive place for his money, ex- 
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cepting in the case of one or two com- 
panies, until the consumption of zinc has 
increased and the industry is worked with 
co-operation. The zinc industry does not 
need additional money. With several well 
known exceptions, the zinc stocks as a class 
should be avoided as holdings for invest- 
ments, though speculatively they appear to 
have some interest at present. 


Export Demands 

Shipments of zinc to other countries 
showed large increases during the war, but 
have decreased considerably since the sign- 
ing of the armistice. At present the very 
adverse discounts of the foreign exchanges 
are holding exports down to very small fig- 
ures, but there are a number of other con- 
siderations as to the future of our export 
trade in zinc which serve to quench our 
optimism. 

Germany before the war produced about 
25% of the world’s total output and con- 
sumed about 28%. Most of her production 
came from the rich Silesian fields, which 
have been taken from her in whole or in 
part. Still it hardly seems probable that 
Germany will come here to buy zinc in large 
amount, as it would be cheaper for her to 
buy the Silesian ore and smelt it at home. 
On the other hand it is very possible that 
Germany will ultimately be our most severe 
competitor in the world’s market for zinc. 

Australia is another large source of sup- 
ply, producing about as much as Joplin. 
The English Government has a ten-year 
agreement with the Australian producers 
to take all their ore. This may as a remote 
possibility be converted here, but that would 
help us very little, as we need a larger de- 
mand for metal made from ore produced in 
this country. 

The countries of Europe also have ample 
sources of supply, either at home or in other 
lands, and on account of present day ship- 
ping and exchange conditions, they will 
very likely prefer to get their product from 
nearer home, excepting possibly for some 
finished products or until business condi- 
tions again approach normal. 

In fine we cannot look for large export 
demands to cure the ailment of chronic 
overproduction in the zinc industry. New 
uses of the metal must be found in our 
domestic consumption. Vigorous cam- 
paigns are being carried on to find new uses, 
and the zine people are very optimistic. 
The possibilities appear to be especially fa- 
vorable in extending the use of zinc sheet- 
ing for roofing and architectural ornamen- 
tation. Another large field is the use of 
zine oxide in the manufacture of paint. 





Three Low Price Coppers 


Consolidated Coppermines May Become Another Nevada Consoli- 
dated—Large Ore Reserves of Canada Copper—Narrower 
Field. for Consolidated Arizona 
By ALFRED P. SMITH 


S a group, it is doubtful if any other 
A class offers better opportunities at this 
time than the good copper shares. 
They were well liquidated last spring and 
are in strong hands. Naturally, the low price 
issues will hardly attract a great deal of 
attention until the securities of the large 
companies are “on the move.” When this 
will occur no one can predict with absolute 
accuracy, but from all indications the time 
is nearer than is generally thought. Dur- 
ing their bull market when each group has 
been singled out for a speculative boom, the 
coppers have been left to shift for them- 
selves. 

In 1917 and last year conditions were un- 
favorable for the copper companies in the 
initial producing stages and for those about 
to begin their careers as producers. Costs 
were almost prohibitive and labor, besides 
being inefficient, was difficult to obtain at all. 
The conditions in the copper market are 
surely, if slowly, improving. We have had 
an oil boom, a tire boom and a fair-sized 
silver boom and all this time the low price 
coppers were almost stagnant. 

Of course this does not mean that one 
should make indiscriminate purchases. 
However, commuters know to their sorrow 
that it is far more convenient to wait for 
their trains five, or even ten minutes than 
miss them by only a fraction of a minute. 

The junior coppers may be judged as to 
their possibilities and merits by using three 
M’s—Mines, Money and Management—as 
our gauges. With a good mine, sufficient 
funds and an honest and efficient manage- 
ment a corporation may work its way to the 
ranks of the thin line of successes. These 
three conditions, it should he noted, are in- 
terdependent. With mine and management 
satisfactory, it is usually possible to secure 
ample funds; on the other hand, thousands 
of promoters have been able to get funds 
adequate for development, but the fact that 
their properties were well nigh worthless 
and could not produce paying ore precluded 
the possibility of the venture becoming 
profitable—from the investors’ viewpoint, at 
least. 

Of course, such generalizations as the 
above cannot cover everything. For in- 
stance, the over capitalization of a corpora- 
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tion with a good little property and an 
earnest management in no way responsible 
for the overcapitalization, at once vitiates 
the favorable factors. 

Let us consider three issues which seem 
to deserve attention. 

Consolidated Coppermines 

The Consolidated Coppermines Company 
owns in fee 1,151 acres of patented mining 
properties and claims, and 120 acres of un- 
patented lode locations, together with 2,565 
acres of ranch lands having valuable water 
rights. Through the ownership of about 99 
per cent. of the capital stock of the Giroux 
Consolidated Mines Company, it also con- 
trols 2,000 acres of patented mining claims 
and 1,800 acres of ranch lands, which also 
have valuable water rights; in addition the 
company controls through stock ownership 
in the Butte & Ely Copper Company, 209 
acres of patented mining claims. The total 
area of properties owned and controlled by 
Coppermines is 3,480 acres of mining claims 
and 4,365 of ranch lands. 

The properties are located in the Robin- 
son mining district, Nevada, and the greater 
portion lies contiguous to Nevada Consoli- 
dated. 

Coppermines has been a producer since 
1914, but because of unfavorable condi- 
tions production was suspended in February. 


COPPERMINES PRODUCTION 
Copper Silver 

(Ib.) (oz.) 
3,041,678 2,212 





Gold 
(oz.) 
1,061.77 
1,449 587.11 
1,445 556.04 
961 420.30 
11,979 2,557.10 
17,415 4,337.86 
*For fiscal year ended April 30. December 
31 for others. 





In the past the Morris-Brooks Mine and 
the Ora Claim in Liberty Pit have been the 
largest sources of production, but it is the 
Alpha Mine which promises to become the 
most important producing property of the 
company. 

The first official estimate of ore reserves, 
as given in the report for the year ended 
December 31, 1918, showed 19,653,034 tons 
of porphyrytic ore averaging 1.33 per cent. 
copper, 156,000 tons of heavy sulphide ore 
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with a copper content of 3.21 per cent. and 
100,000 tons of Alpha oxidized ore with a 
copper content of fully 8 per cent. The 
total amount of copper in the ore reserves is 
estimated at around 550,000,000 pounds. 
With such a showing in ore reserves and 
production one might expect rather large 
earnings. However, capital expenditures 
have been very large, consuming whatever 
earnings were left after the high costs of 
production. 

It was recommended by Frederick Laist, 
manager of the Anaconda Company’s con- 
centrators and smelters, who was engaged 
to investigate the question of treating the 
Kimberly ores of the Coppermines Com- 
pany, that a new concentrator, having a ca- 
pacity for 2,000 tons of porphyry ore and 
150 tons of sulphide ore be constructed, the 
cost being estimated at around $2,500,000. 
It may be estimated that the earnings of the 
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this price may not be reached for quite some 
time, a figure of around $9 a share would 
not represent too optimistic an estimate of 
its present worth and future possibilities. 


Canada Copper 


The properties of Canada Copper consist 
of 3,006 acres of mineral and other land lo- 
cated in the vicinity of Copper Mountain, 
B. C., to which a subsidiary of the Canadian 
Pacific Railway Company has agreed to 
build a 13-mile branch railroad. The com- 
pany also owns the smelter and mine at 
Greenwood, but operations were discon- 
tinued last fall because of the low grade of 
the remaining ores. These properties were 
once owned by the British Columbia Cop- 
per Company, being purchased by Canada 
Copper in 1917 by exchange of one share 
of the latter for two shares of British 
Columbia. 


Interior of Copper Plant, Showing Sheets of the Metal in Vats of Chemicals 


plant outlined would be approximately $1,- 
500,000 after all expenses and taxes on 20- 
cent copper. After interest charges, earn- 
ings on this basis would probably equal 
around $1 a share. It is very likely that the 
company will follow the plan of installing 
its own reduction works. This would un- 
doubtedly remove the recurring rumor of a 
consol’dation with Nevada Consolidated. 

In order to carry on mine development 
without interruption and to tide the com- 
pany over until its copper could be sold at 
higher prices the directors issued the re- 
maining $1,000,000 of the 7 per cent. con- 
vertible bonds authorized. 

Next year should be the first in which the 
earnest results of the management will bear 
fruit to the patient stockholders; in 1917 
the shares sold to $12 when the company 
was not so near a paying Basis, and while 


It is to the Copper Mountain property 
that stockholders must look to see what the 
future holds; realizing the short life of the 
Greenwood deposits the profits derived from 
this source have been used almost exclu- 
sively for development work. It is esti- 
mated that there are 10,000,000 tons of de- 
veloped ore and 2,000,000 tons of probable 
ore having an assay value of 1.74 per cent. 
copper and 20 cents per ton recoverable 
values in gold and silver. All indications 
point to the development of considerably 
more ore; indeed, the result of careful 
geological study suggests the possibility of 
eventually even doubling the present ton- 
nage of assured ore. No attempts were 
made last year to add to the ore reserves. 
In addition the company owns several other 
promising prospects which may become 
more valuable under better operating con- 
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ditions. It is noteworthy that all of the ore 
thus far developed is “primary,” lying well 
above the level of the Similkameen River. 
This year Canada Copper enters, or 
rather re-enters, the list of producers. 
There has been spent about $5,000,000 by 
the company upon development work, mill 
construction and extending to the site of the 
plant both railway and power line facilities, 
which is considerably less than the total 
market value of the company’s securities. 
It has been officially estimated that when 
Canada Copper operates at capacity it can 
produce close to 27,400,000 pounds of cop- 
per annually ; the mill will probably be com- 
pleted in 1920 and it is not until then, 
therefore, that we can figure what regular 
producing will mean. However, estimating 


a net profit of eight cents and assuming a 
capitalization of 2,000,000 shares with the 





PRICE RANGE 
Consolidated Coppermines 


$1% 
1% 
1% 
Consolidated Arizona 
High Low 
$1 11/16 $1 
1 7/16 
13/16 





conversion of the bonds now outstanding, 
earnings applicable to the capital stock 
would amount to over $1 a share. 

The capitalization consists of an author- 
ized issue of capital stock of $10,000,000, 
divided into 2,000,000 shares with a par 
value of $5 each; 945,859 shares are now 
outstanding. Another 820,000 are held for 
conversion of the $2,500,000 authorized and 
outstanding 10-year 6 per cent. sinking 
fund first mortgage convertible gold bonds, 
the rest being unissued. 

The company’s management is _high- 
grade, and while it has taken quite a time 
to bring Canada Copper to a point where 
shareholders may reasonably expect tangi- 
ble evidence of the company’s success in 
the form of dividends within two years, the 
engineers have adopted tht only policy pos- 
sible. Everything is now ready for the 
time when Canada Copper will be on a sub- 
stantial producing basis. The ore is there; 
the company has adequate working capital 
and operating conditions should gradually 
improve. At a price of around $1 5-8 it is 
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dificult to see what risk there is in a long: 
pull commitment in Canada Copper. 

Where ore reserves are blocked out and 
the life of the mine can be fairly accurately 
computed it is unreasonable, perhaps, to 
expect spectacular movements, but what is 
lost in this respect is more than com- 
pensated for by the near certainty of mar- 
ket appreciation unless something unfore- 
seen should occur. It is my belief that 
Canada Copper must be accorded the palm 
as relatively the cheapest of the junior 
coppers. 

Consolidated Arizona 


As its name indicates, the Consolidated 
Arizona Smelting Company is in a differ- 
ent class than any of the other stocks dis- 
cussed in this article, as it is not only a 
producer but also does a custom smelting 
business. 

The company owns 750 acres of mineral 
land in Yavapai County, Arizona, and 730 
acres of patented land at Humboldt. The 
Blue Bell mine, the company’s main sup- 
port, is located near the town of Mayer. 
Exploration during 1918 resulted in the dis- 
covery of three new ore bodies. Two of 
these ore bodies have been opened up and 
put on a producing basis; although con- 
taining a good grade of ore, it is reported 
that both are of limited size. At the be- 
ginning of the current year the total re- 
serve of ore estimated as positive, highly 
probable and probable was 470,000 tons, in- 
dicating a decrease of 66,800 tons during 
the year. While not serious, it shows that 
development in 1918 could not proceed at 
a rate to keep pace with production. It is 
interesting to note that the gold and silver 
content of the ore have increased in value 
since the end of 1913, while the copper 
values have generally showed a diminish- 
ing tendency. The aggregate content of 
the three metals, however, is practically the 
same. It is expected that mining costs 
this year will show a material decline and 
work back to less than $3.50 a ton, against 
$3.78 last year. 

The De Sota mine at the beginning of 
the year had estimated ore reserves of 33,- 
000 tons against a production last year of 
42,870 tons; the development work at this 
mine for the past four years has been ad- 
mittedly discouraging, and while the annual 
report contains the statement that more 
favorable results accompanied the most 
recent development work, it seems to be 
extremely doubtful if much can be expected 
from this mine in the future. 

The concentrating mill, operating in ¢on- 
junction with the smelter handling the pro- 
duction of the mines above mentioned, has 
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a rated capacity of 120,000 tons annually. 
Costs last year were high, but the average 
for the current year should be reduced to 
around $1.65 per ton of material concen- 
trated as against a total cost of $1.9235 last 
year. 

The greatest part of the capital expendi- 
tures for the past two years went for pro- 
viding the smelter with larger and more 
efficient equipment and machinery. That 
this money was well spent is readily seen; 
the cost of smelting operations showed a 
gratifying decrease in spite of increases in 
wages, cost of fuel and other supplies. The 
cost of roasting and reverberatory smelt- 
ing dropped from $4.20 in 1917 to $3.17 
in 1918, a decrease of $1.03 per fon, and 
there should be a further decrease. 
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Although the 20-cent dividend paid last 
year was earned, it appears that it would 
have been a more commendable policy to 
conserve resources. The profit and loss 
surplus as of December 31, 1918, was only 
$55,824, against $169,632 in 1917. Ore re- 
serves indicate a life of but five years. 
Conceding the growing importance of the 
smelter because of the distance from an- 
other important custom plant, about 300 
miles and the growth of small producers in 
the Yavapai and neighboring districts, 
Consolidated Arizona can hardly be said to 
have the potential possibilities of Consoli- 
dated Copper mines or Canada Copper. A 
purchase of either of the last two men- 
tioned is likely to show greater proportion- 
ate profits. 





WALL STREET JOTTINGS 


At a special meeting of the Board of Directors 
ef the Unevida Gold Mining Co., of Delaware, B. 
Fr. Yoakum and Morgan J. O’Brien were elected 
directors and also members of the Executive Com- 
mittee. The company was organized for the pur- 
pose of dredging the river bed of the Carson River 
in Nevada for lost gold and silver. 

W. H. Woodin, president of the American Car 
& Foundry Co., has started for Europe to study 
equipment needs of Great Britain, France, Italy 
and probably Belgium. 

Employees of J. P. Morgan & Co. were guests of 
ihe firm at an outing at Davis Grove, Glen Cove. 
The Mandalay was chartered for the day. 

The Philadelphia Rapid Transit Co. announces 
Mr. Jeremiah J. Sullivan, Jr., has been elected a 
Director, and that vice-president Mr. John S. 
Phipps, of New York, has resigned. 

J. P. Cody has been appointed assistant sales 
manager of the refined sugar department of Ar- 
buckle Bros, 

Charles W. Fatterson, formerly vice-president of 
the Wilson Fisheries Co., has been elected president 
of Austin, Nichols & Co. Harry Balfe, formerly 
president, becomes chairman of the Board of Di- 
rectors, 

The Liberty National Bank has been 
registrar for the capital stock of the Mexican 
board Oil Company. 

Thomas W. Lamont, of J. P. 
been in Maine for several weeks, 
his desk. 

Henry L. Doherty & Co. have opened 2 branch 
bond department at 516 Security Building, St. Louis. 
L. R. Warren was appointed district sales manager, 

James H. Conroy, secretary of the Manufacturers 
Trust Co. since its organization, has been elected 
vice-president, in charge of the institution in the 
absence of the president. William L. Schneider, 
formerly assistant secretary, takes Mr. Conroy’s 
place as secretary. Henry C. Von Elm and Reuben 
W. Shelter, formerly assistant_secretaries, have been 
appointed vice-presidents. Frederick W.  Bruch- 
hauser and P. J. Keenan, Jr., were elected assistant 
secretaries. 

Cornelius Hearn, Jr., and Henry C. Weltzein have 
been elected members of the New York Stock Ex- 
change. 

E. C. Varick has been elected a vice-president of 
the American Trust Co. 


appointed 
Sea- 


Morgan, who has 
has returned to 


J. E. Weissenbluh, formerly a member of Brooks 
& Co., has formed his own firm to engage in a gen- 
eral investment business. C. N, Daly, Weldon B. 
Brubaker, J. B. Smith and Austin G. Lynch have 
become associated with Mr. Weissenbluh in his new 
venture, 

Clarence F. Pritchard, 
bureau of the Government 
the Federal Reserve Bank of New York, has re- 
signed to become director of employment of the 
National Bank of Commerce in New York. 

Two booklets on securities, one of which is of 
special interest to banks and other financial institu- 
tions, and the other to conservative investors, have 

en prepared by William A. Read & Co. Booklet 
vill be mailed upon request. 

Robert C. Mayer & Co. are circulating a booklet 
on comparative statistics of the copper companies. 

The trust department of the American Exchange 
National Bank, of New York City, is distributing to 
investors a calendar of tax information which com- 
pletely lists and fully describes all Federal and New 
York State and city taxes up to Dec. 31, 1920. The 
calendar shows dates on which returns should be 
filed and when payments are required. An enlight- 
ening chapter on the tax exemption privileges of 
the various Liberty Loan acts should prove of great 
value to all investors. 

At a meeting of the Board of Directors of the 
American Exchange National Bank, held Sept. 9, 
Theodore H. Banks, vice-president of that institu- 
tion, was elected a director to succeed the late Jotun 
S. Browning. 

William J. Curtain and F. W. Meyer, Jr., have 
formed a copartnership under the name of Curtain, 
Meyer & Co., with office at 109 Broad street. 

Sartell Prentice, M. J. Slepack, Edward H. Jewett 
and Osborne Halstead have formed a copartnership 
for the transaction of a general brokerage business 
on the New York Stock Exchange under the name 
of Prentice & Slepack. 

William R. Humphrey and Wilton E. Mason have 
been elected to membership in the New York Cotton 
Exchange. 

Robert C. Mayer 
parative chart of the 
stocks. 

Kissel, Kinnicutt & Co. have just put in a private 
wire between their New York office and the office 
of Teller & Evers, Inc., of Buffalo. 


manager of the office 
Loan Organization for 


& Co. 
standing of 


have published a com- 
leading copper 





The Advance in Pennsylvania Crude Oil 


Foreshadows New Price Cycle—Increased Earnings Will Reflect 


Favorably on Oil Shares— 


Motor Expansion Also Helps 


By SCOTT B. MASON 


OES the recent advance in prices of 
Pennsylvania crude oil presage the be- 
ginning of a new price cycle for other 

grades? And will prices of refined products 
consequently be adjusted? 

Pennsylvania crude has long been the 
“bell wether” of prices in the oil trade and 
quotations for other grades usually have 
been shifted accordingly. 

On or about September 2 an advance of 
25 cents a barrel for Pennsylvania crude 
was announced, making the price at the 
wells of $4.25 per barrel of 42 gallons. 
Other Eastern grades, with the exception 
of Ragland, were advanced Io cents a bar- 
rel. The increasing consumption of crude 
and refined products with no corresponding 
increase in local production were assigned 
as the reasons for the advance in price. 

This is the first advance in Pennsylvania 
crude since February, 1918. War needs had 
resulted in every effort to increase produc- 
tion, but owing to the tendency then of oil 
prices to move upward more vigorously 
than the stimulus to more production re- 
quired, the Federal Government and repre- 
sentative oil interests agreed upon a plan 
to stabilize prices, and maintain a steady 
flow of crude. 

This agreement went into effect early in 
August, 1918, and operated on the basis that 
the then prevailing prices of crude were 
adequate to meet the requirements of the 
general situation. The agreement expired 
shortly afterwards (December 12, 1918), 
however, and the change from a war to a 
peace basis was expected by some to create 
a lull in general operations until the indus- 
trial readjustment was completed with the 
possible result of a lowering of prices. 

With exception of fuel oil and Gulf 
Coast grades quite the contrary proved 
true. The pent up demand for motor fuel 
soon made its effect felt and with other 
peace time factors contributing their influ- 
ence, prices of crude oil and refined prod- 
ucts held firm, and instead of the feared 
“over-production” it appeared that the 
question continued to be rather one of sup- 
ply—especially in the case of gasoline 
which is regarded as the back-bone of the 
industry. 
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Price Range 
Comparative price range of the five prin- 
cipal grades of crude oil since 1913 is shown 
in the accompanying table which contains 
average approximate prices at the well for 
the respective years. These prices are to be 
considered as indicative of the trend only: 


CRUDE OIL PRICES 


1913 1914 1915 1916 1917 1918 
Penn. 2.45 1.92 153 248 3.20 3.97 
Midcon. .94 .79 58 1.26 1.78 2.19 
Gulf 90 54 46 .74 99 144 
Cal. 35 39 36 «661 «6.90 «(1.18 


1919 
*4.03 
2.25 
1.18 
1.25 


*Advanced to $4.25 a barrel September 2. 


No further advances have been an- 
nounced in the other fields, but such action 
is expected to take place to place their 
product on the usual price adjustment with 
Pennsylvania crude. Some idea of the rela- 
tive output that will be affected favorably 
is indicated by the following figures which 
show 1918 production of the fields named 
with percentage to total production of the 
United States: 


Pennsylvania (including 

i ° ee 15,200,000 bbls. 
Mid-continent 168,000,000 bbls. 50.0 
California 101,637,000 bbls. 29.5 


The Mid-continent grade includes Okla- 
homa, Kansas, North Texas and North 
Louisiana production, which last year 
amounted to about 50 per cent. of the entire 
output in the United States. As California’s 
output was around 30 per cent., it is obvious 
that any further price advance predicated 
upon the recent rise in Pennsylvania crude 
would result in a big increase in the value 
of the current output and stocks above 
ground. 


4.3% 


Motors in 1920 


Next year promises to be one of immense 
production in the automobile industry. 
Manufacturers are crowding on pressure to 
enlarge capacity of their plants in order to 
catch up with the demand. There are now 
in excess of 6,000,000 automobiles regis- 
tered in this country or an increase of more 
than 250 per cent. since 1914. With pros- 
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pects of this number being greatly increased 
next season and on the basis of each motor 
consuming an average of two gallons of 
gasoline a day, it is obvious that with the 
added demands from tractors, motor boats, 
etc., prices of gasoline will also have an up- 
ward tendency. 

Gasoline production has increased as fol- 
lows since 1914, prior to which time no re- 
liable figures were available: 


High and low prices for Chicago and 

New York, respectively, were: 
Chicago New York 
High Low High Low 

1914 .... ke lle. l7e. l4c. 

1915 ....14% 9% 20 13 

1916 ....18% 15% 24 21 

rere 18% 24 22 

1918 ....23 21 24% 24 

The rise in prices has been attributed 
largely to the expansion of the automobile 
industry, which at present seems to be 
somewhat in the lead, and unless some sub- 
stitute motor fuel such as sha!e-oil distillate 
and alcohol is going to be available in com- 
mercial quantities a possible shortage in the 
supply of gasoline may threaten to make 
its appearance next year, which naturally 
would tend to force prices higher. 

Greater attention is being given to 
“cracking” processes for the purpose of ex- 
tracting more gasoline from kerosene. 
Present price ratio of the former is about 
one to two for gasoline, but if the processes 
referred to become sufficiently successful, 
they will be the means of adding to the gas- 
oline supply but at the same time will dis- 
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place the kerosene supply to such an extent 
that prices for it will move higher. 

Fuel oil is rapidly coming into greater 
industrial use and as this commodity is said 
to amount to approximately one-half of the 
refinery production in the United States, 
prices for it also are likely to harden. 

Higher Prices Indicated 

Operating costs have gone up in all 
branches of the oil industry and while the 
production and transportation branches are 
relatively little affected by the labor situa- 
tion, yet the refining and marketing organi- 
zations are not quite so advantageously situ- 
ated ; therefore, with Pennsylvania crude at 
a new high level, it seems evident that an- 
other new price cycle has started in petro- 
leum and its products which may not reach 
its conclusion until the spring or* summer 
of 1920. 

This obviously is going to have-a decid- 
edly beneficial effect upon earnings of the 
corporations engaged in the various 
branches of the industry which should be re- 
flected accordingly in market prices of their 
stocks. 

Other factors are the probabilities that 
the present labor unrest in this country and 
abroad will abate to a considerable degree 
by this time next year, thereby clearing the 
way for increased industrial operations with 
their diversified demands upon oil in some 
form. Fuel oil especially is becoming more 
extensively used in place of coal and evi- 
dently is destined to play a much more im- 
portant part in the future. The Govern- 
ment’s estimate of its fuel oil requirements 
for 1920 has not yet been made public but 
it is thought that the figures may prove stag- 
ering to those who are not following devel- 
opments in the fuel oil situation. 





SOME BENEFITS OF THE OIL LEASING BILL 


The main fields affected by the oil leasing bill are Elk Basin, Grass Creek, Salt 
Creek, Lance Creek, Poison Spider and Los Soldier, all of Wyoming. The Salt Creek 
field has a large number of important companies, with production awaiting release. 
The most prominent are Midwest Oil, Midwest Refining, Salt Creek Producers, Ohio 


Oil, Big Indian, National Petroleum, Consolidated Royalty, and a dozen others. The 
Lance Creek field, with about 60,000 acres under withdrawal, includes the Midwest 
Refining, Texas Co., Lusk Petroleum, Carter Oil, Union Oil of California, Great West- 
ern Petroleum, Glenrock Oil, Producers & Refiners Corporation and others. In this 
field it is claimed that titles are validly protected prior to governmental withdrawal. 

The oil lands leasing bill, if favorably acted upon, will open up for development 
over 1,000,000 acres of land in Wyoming. Wyoming is estimated to have 400,000,000 
barrels of oil under the ground with 10% extracted, compared with 30 to 75% extracted 
‘in other fields. Wyoming crude oil leads in gasoline content, averaging up to 50%, 
compared with an average of 25% for others. Favorable passage of the bill will release 
about 15,000 bbls. daily now capped, mostly in the Salt Creek field. 





Composite View of Petroleum Outlook 


Little Danger of Overproduction — Some Interesting Angles on 
Foreign Trade—Opinions of Experts Summed Up 


By GEORGE HEWS 


REPRESENTATIVE of Tue Maca- 
ZINE OF WALL STREET, recently inter- 
viewed some men prominently identi- 
fied with the petroleum industry. Their 
composite view is summed up as follows: | 
There is no good reason why the Ameri- 
can petroleum industry should not play as 
important a part during the world’s recon- 
struction period into which we have now 
entered as it played during the entire war. 
Very little fear is expressed about the pros- 
pects of over-production, owing to the ever- 
increasing demand for refined products 
which should readily absorb any additions 
to the output for crude oil. 


Foreign Competition 


The entry of foreign oil interests into the 
United States is not likely to have any 
serious effect upon the future prosperity of 
domestic concerns—for the reason that pri- 
ority of oil holdings and established, high- 
grade organizations will enable American 
companies to maintain the prominent post- 
tion they have built up in the petroleum 
industry. . 

On this basis, it is thought that oil con- 
cerns in this country are not likely to be 
dependent upon the Federal Government for 
assistance similar to that which has been 
afforded oil interests sponsored, so to speak, 
by foreign governments; although, to be on 
a more reciprocal basis, American concerns 
should enjoy equal privileges for 


foreign 
expansion. 


For example, foreign oil interests are per- 
mitted by the Federal Government to enter 
this country, acquire and develop properties 
and markets on the same basis as domestic 
organizations, while on the other hand, 
United States concerns in certain instances 
are denied similar privileges in foreign 


countries. A fairer trade policy would be 
to accord no privilege in the United States 
to foreign oil interests that is not likewise 
accorded to our concerns in foreign fields. 


Preliminary steps are now being taken 
for the purpose of securing adequate means 
to equalize this disparity in conditions. 


Foreign Trade 

The future of the oil export business will 
not be measured to any important degree 
by the success of the proposed measures to 
finance foreign trade. The large com- 
panies are, generally speaking, in position 
to finance their individual requirements, as 
the major part of the normal export oil 
trade does not go to European countries. 

The needs of these nations will be mostly 
supplied by operators in the British India, 
Galicia, Roumania, and Russian fields 
whose average grade of crude is of some- 
what inferior quality to that produced in 
this country, yet can be refined about as 
cheaply and as well for most practical pur- 
poses. 

As to the question whether oil operations 
in the countries mentioned will be sufficient 
to supply the demands that will be made 
upon them, it is pointed out that the pro- 
duction and refining developments will in 
all probability keep pace with the progress 
made in European industrial reconstruction 
and its consequent demands. 


Tariff Legislation 

On the point as to the possibility of 
European governments enacting additional 
legislation which will prove unfavorable to 
outside oil interests it is stated that certain 
so-called “preferential” country tariff laws 
are likely to be passed. The extent to 
which these prove unfavorable, however, 
will be largely contingent upon the future 
attitude and foreign trade policies observed 
by the United States Government. 

The present unfavorable condition of for- 
eign exchange tends to discourage foreign 
buying in this country but the hope is ex 
pressed that a turn for the better will de 
velop as a result of the proceedings of the 
International Trade Conference which is 
now being held at Atlantic City. 





Is the “Cream” Off Marconi Wireless? 


Price Represents Future Prospects Rather Than Past Achievements— 
Importance of Improvements—Association with 
General Electric 


By W. L. RANDOLPH 


N order to understand the present and at-- 


tempt to forecast the future we must 

delve into the past—this is a truism 
equally applicable to the stock market and 
to history. With this in mind let us ex- 
amine the past of Marconi Wireless Tele- 
graph, whose shares have been very active 
on the New York Curb recently, attracting 
a large number of followers. 


History 


The company was incorporated in 1899 
under the laws of New Jersey to operate 
wireless telegraph in the United States and 
its dependencies, with a capitalization of 
$6,650,000, divided into shares of a 


of America operates in connection with 
various foreign companies sixty land sta- 
tions throughout the United States and it 
has equipped nearly 600 American merchant 
steamships. In 1913 arrangements were 
made with the Western Union Telegraph 
Company under which connections are to be 
made between its main operating rooms in 
New York, Boston, San Francisco, ete., and 
the company’s new high-power stations in 
New Jersey, California and Massachusetts. 
The company has a factory at Aldene, N. J., 
for the manufacture of wireless telegraph 
apparatus. There have been completed sev- 
ral high-power stations, one at Bel- 
mar, N. J., for direct communication 





par value of $100. The capital stock 
was reduced to $1,662,500 on April 
18, 1910, by reducing the par value 
of the shares from $100 to $25; on 
April 18, 1912, the authorized stock 
was increased to $10,000,000 and the 
par value further reduced to $5. Of 
this $10,000,000 there is now out- 
standing $9,999,500. About 25 per 
cent. of the new issue was acquired 
by the Marconi Wireless Telegraph 
Company, Ltd., of Great Britain, the 
owner of certain patents operated 
by the American company. 

Through the organization in 1917 
of the Pan-American Wireless Tel- 
egraph & Telephone Company, a 
Delaware corporation, in which the 
Marconi Wireless Telegraph Com- 
pany of America owns a large inter- 
est, the field of activities has been 
extended so that it will now be able 
to cover all the Americas, whereas 
heretofore it has been confined to 
the United States and its dependen- 
cies, all foreign stations having been 
under the control of foreign com- 
panies. The new corporation has also 
acquired the right to 
use all patents and 
concessions of the 
American and English 
Marconi companies, 
and likewise the Poul- 
sen-Pedersen system. 

Marconi Wireless 





Wireless 


with a similar station near London; 
one near Boston for direct communi- 
cation with Norway, and another 
at San Francisco, which communi- 
cates with Honolulu, Manila and 
Japan. 

In 1913 the company entered into 
a contract with the Norwegian Gov- 
ernment providing for the erection 
of high power stations in Norway 
and in the neighborhood of New 
York for the purpose of conducting 
a commercial telegraph service be- 
tween America and _ Northern 
Europe. The contract provides that 
receipts of joint stations shall be 





PIS 


ei cette tote 


pooled by the company and the Nor- 
wegian Government and _ equally 
divided between them. The contract 
runs for twenty-five years and at its 
termination the Norwegian Govern- 
ment has the right to renew it. 

In the spring of this year Roy A. 
Weagant perfected what has since 
been called, in his honor, the 
“Weagant system.” This is said to 
prevent the interference or cross- 


ing of one wireless mes- 





sage with another so that 
long-distance messages 
may be sent with absolute 
assurance of the elimina 
tion of “static” interfer 
ence, no matter whether 
any high power stations 


Tower at Tuckerton, N. J. 
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IS THE “CREAM” OFF MARCONI WIRELESS? 


operate in the vicinity or not. The equip- 
ment of steamships and aeroplanes with 
wireless sets is a source of revenue which 
it is expected will steadily increase. 

Like all business in which patents or 
secret processes play an important part, it 
is easy to wax enthusiastic about the com- 
pany’s future and to conjure up wonderful 
possibilities without any definite working 
basis. 


Earning Capacity and Financial Strength 


The income account in tlie past, while it 
does indicate a fairly steady improvement, 
does not seem to justify the present figures 
of around $654 for the stock. In 1918 
earnings were 7.12 per cent. against 6.18 
per cent. in 1917; before that time earnings 
were very small, ranging from 1.59 per 
cent. in 1914 to 2.6 per cent. in 1916. The 
company’s margin of profit is large and the 
question of its prosperity depends largely 
on the amount of business it can secure 
rather than on any other consideration. 

The capitalization seems to be liberal, and 
although it is effective to state that the net 
income has increased 400 per cent. since 
1915, we must first learn what earnings 
then were to form a judgment of the magni- 
tude and significance of the increase. In 
1915 the net income of the company was 
but $177,316, equal to 1.89 per cent. on the 
1,999,900 shares of capital stock outstand- 
ing. It is therefore evident that the show 
ing since that time, although encouraging, 
has not brought earnings to a point where 
they are spectacularly large, but only to a 
point where the net income is fair. 

It is likely that the commercial uses of 
wireless will grow, but it is probable that 
the development will be slow; skepticism is 
a factor that must be overcome. Whether 
it is justified or not is immaterial. 

Another favorable feature is the steady 
growth in net working capital from $831,- 
419 in 1915 to $2,157,307 last year. The 
profit and loss surplus at the end of last 
year was $1,631,416 and has doubled since 
1916; it is still, however, equal to less than 
$1 a share on the outstanding stock. Of 
the total assets of $13,321,171 as of Decem- 
ber 31, 1918, $2,082,468 represented patents, 
patent rights and good-will, but in the case 
of Marconi Wireless the size of this item 
is undoubtedly warranted to a much greater 
extent than in other businesses. 

Admitting the stated value of the in- 
tangible assets, we find that the book value 
of the stock, arrived at by subtracting from 
the total assets the quick liabilities and 
dividing this sum by the shares outstanding, 
is approximately $6.30 a share. This is not 
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as favorable as it first seems. In the first 
place a large book value does not signify 
very much unless it is accompanied by a 
good-sized sustained earning power. This 
cannot be truly said of Marconi Wireless 
of America. Furthermore, a glance at the 
equities for the stocks of any number of 
large American industrials reveals book 
values of fifty to one hundred per cent. 
above the market price of their shares, 
coupled with large earnings. 


Recent Market Movements 


Since the end of June the stock has been 
active, gradually advancing from around 
$436 to current levels. Something else be- 
sides general prospects accounted for the 
movement. 

It now comes to light that negotiations 
for the acquisition of the company by exclu- 
sively American interests are soon to be 
consummated. In reality, they may have 
already come to a head by the time this 
article is published. The General Electric 
Company proposes to take a financial inter- 
est in the new concern in the event that the 


MARCONI PRICE RANGE. 


*To September 15. 


transaction is completed, but the organiza- 
tion will not become a General Electric sub- 
sidiary. While the Navy Department was 
in control of the station of the American 
Marconi Company at New Brunswick, 
N. J., General Electric developed the Alex- 
anderson alternator installed .there, and 
became interested in the enterprise through 
its ownership of a number of patents on 
wireless equipment. This type of alternator 
proved to be the best in service and the 
Navy Department enlisted the aid of Gen- 
eral Electric in the movement to place radio 
transmission on this side of the Atlantic 
ocean under control of American capital. 

Eventually such an affiliation would un- 
questionably turn out to the benefit of 
American Marconi, but the advance seems 
to have fully discounted this transfusion of 
new blood. 

An advance of a stock from $4 to $7 is 
equal to an advance of a stock selling at 
$100 to $175. Even though this company 
should be placed in a stronger position 
than it has been hitherto by an agreement 
with General Electric as now proposed, the 
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beneficial results will not be immediately 
visible and the “good news” is out. At $7 
a share the value of Marconi in the market 
is slightly less than $14,000,000 against 
below $9,000,000 when the shares were 
quoted around $4%. It is very questionable 
whether the value of the company has in- 
creased by $5,000,000. 

In 1913 the company paid 2 per cent. in 
dividends; nothing further was distributed 
until last year, when stockholders received 
3 percent. This year a 5 per cent. dividend 
was declared January 14, 1919, payable July 
1 to stock of record June 1. It is hardly 


likely that another dividend will be paid 
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this year and it will be some time before the 
stock is in a position where it may be bought 
for its dividend return. 

Selling at a price equal to around $130 on 
a stock with a par value of $100 a share, it 
would seem that the stock’s speculative pos- 
sibilities for the present are not great; it 
might be best to await a very substantial 
reaction before deciding to take advantage 
of the apparently good long pull possibilities 
offered in Marconi Wireless of America. 
How long a “pull” Marconi is going to be 
only the future can tell, but the entrance of 
General Electric should materially help to 
place Marconi in the investment class. 





Ward Baking a Rising Concern 


Company Shows Steady Growth—Unhurt by War — Building Up a 
Surplus While Common Dividend Waits 
By ELI S. BLAIR 


STEADY rise in plant .uipment, gross 
sales, current resources in cash and 
accounts receivable, and the accumula- 

tion of a substantial surplus mark the rise of 
the Ward Baking Company of New York since 
its incorporation in July, 1912, as a consolida- 
tion of companies operating bakeries in New 
York, Boston, Chicago, Providence, Pittsburg 
and Cleveland. The remarkable steadiness of 
its growth is shown by the accompanying 
figures, which indicate the success of the com- 
pany. 

The Ward Baking Company has always been 
a believer in the economies of large-scale busi- 
* ness, and has followed the practice of concen- 
trating its production in large groups of ovens 
situated close together in one bakery. Many 
of its exclusive patents, which have been 
carried at a valuation of $6,000,000 since it 
incorporation, are one for this kind of 
production. Since 1912 the company has 
added two new bakeries in Chicago and new 
ones in Pittsburg, Cleveland, Baltimore and 
Newark, making a total of fourteen bakeries. 

The company’s product consists of all the 
ordinary varieties of domestic bread and many 
trade-marked cakes. The machinery is flexible 
enough to be readily switched from one kind 
of flour to another, as is shown by its recent 
introduction of special breads and the fact 
that it went through the changes necessitated 
hy the Food Administration’s orders during 
the war to produce “Victory bread” without 
any serious rearrangement of equipment which 
would be shown in decreased earnings. 

An interesting feature of the company’s 
finances is that, in spite of its very conservative 
policy in other respects, it has consistently 
carried its goad-will on its balance-sheets at 
$5,160,275. This figure, which would ordinarily 


be considered high in view of its total assets 
of $26,638,141, is not excessive because it is 
backed by heavy expenditures on advertising 
and the creation of an efficient sales organiza- 
tion, which have made both the name of the 
corporation and that of one of its principal 
products, literally “household words” through- 
out a great part of this country, and éven 
abroad. 


The baking industry is peculiar in that a 
corporation engaged in it has to confront, not 
only the normal competition of other firms en- 
gaged in the same line of business, but also the 
great competition of the housewife who bakes 
her own bread. The value of advertising in 
this field is therefore not only as competitive 
pony j which has to attract business at the 
expense of competitors, but also as educational 
publicity which aims to bring before the con- 
sumers a different way of obtaining one of 
life’s essentials from that to which they have 
been accustomed in many cases. In this field 
the Ward Baking Co., has been very success- 
ful, as it has constantly aimed to impress on 
the householder the advantages in time, money 
and energy saved as well as superior quality 
of product which result from using the com- 
pany s output. 

The strength of the company’s industrial 
organization is indicated by the fact that it 
went through a period of severe governmental 
regulation, both at the raw materials purchas- 
ing end and the distribution of the finished 
product, without stagnating hut on the con- 
trary making progress. This governmental 
supervision is even now not yet over, but in 
spite of all the agitation for lower prices for 
foodstuffs the eompany has not lost ground 
nor even been charged with any departure 
from the straight and narrow path of com- 





WARD BAKING A RISING CONCERN 


mercial morality as determined by Federal 
boards, 
Financial Strength 


In 1916 a new item appeared on the com- 
pany’s balance-sheets, “investments,” valued 
at $3,300 in that year, $228,876 the next, and 
at $853,400 in 1918. While the precise nature 
of these investments is not stated, they are an 
indication of financial stability and progress. 
The company does not publish any earnings 
reports, but it added to the nominal surplus = 
$454,401 which it had in 1913 by $160,002 in 





Ward Baking Company’s Progress 
(000 omitted.) 

Cash & Plant 

Acc’ts. etc. Surplus 

$ 774 $7,161 $ 454 

8,215 614 

8,875 809 

9,325 1,557 
1,961 


9,669 
9,871 2,409 


Gross 

Sales 

$10,198 
10,412 777 
13,738 931 
17,253 1,039 
21,318 1,446 
26,497 1,995 


1913 
1914 
1915 
1916 
1917 
1918 





1914, $195, 590 in 1915, by $747,812 in 1916, 
when war conditions were making themselves 
apparent, $403,394 in 1917, and $437,463 in 
1918, although it was hampered by price-fixing 
on wheat, enforced substitution of other food- 
stuffs to its wheat flour and constant scrunity 
of each advance in the cost of a loaf of bread. 

Assuming that the capitalization has re- 
mained at its present figures through all that 
time, to these figures must be added the $499,- 
240 of 7 per cent dividends which have been 
paid regularly on the $7,132,200 preferred cu- 
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mulative stock outstanding out of an author- 
ized total of $15,000,000, to give an idea of the 
earnings of the company, which will be seen 
to have varied between 9 and 18 per cent 
earned on the preferred stock. 

Of the common stock, which like the pre- 
ferred has a par value of $100, $15,000,000 has 
been authorized, and $6,606,900 is outstanding. 
No dividends have ever been paid on this 
stock, indicating the desire of the management 
to conserve capital, as earnings have been 
fairly substantial. 

Prior to these issues comes a funded debt 
of $5,400,300 of first sinking funds 5s, due in 
1937, which constitute a first lien on the entire 
property of the company. The rest of the 
authorized issue of $10,000,000 is reserved to 
pay for future improvements and expansion, 
which is in line with the common dividend 
policy. These bonds are subject to call at 105 
and interest, and are to be retired by a 2 per 
cent. annual sinking fund. 

The company has recently come through a 
strike on the part of its delivery force, which 
has been temporarily disposed of by a court 
injunction. As this does not concern the 
operating force, the trouble is not expected to 
hamper the company seriously. 

The stocks of the company are not listed on 
any exchange, so far as is known, and are 
dealt in only “over the counter.” The latest 
quotations available are 95-100 for the pre- 
ferred and 38-42 for the common stock. The 
company appears to be eminently successful 
in its own highly competitive line, and to be 
due, because of its long-term advertising and 
conservative financial policy, for continued 
prosperity in the future. 





THE TREND OF BOND PRICES 


COURSE OF BOND MARKET SINCE JANUARY 1918- 
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This graph shows clearly how the bond 
market has acted during the last twenty 
months, as described by Joseph B. Cowett 
in THe Macazine or Watt Street for 
September 13. A new low record in 
the average of prices for high-grade rail- 
road bonds was made during August. Sec- 
ond-grade railroad issues, as the graph indi- 
cates, have also fallen sharply from their 
level of last November, although they are 
still above the lowest point they have 
touched since January, 1918. Pubic utilities 
followed the high-grade rails in making new 
low marks in August. Industrial bonds 
have held generally more firm than have 
issues of any other class. Bond prices had 
advanced materially just prior to Novem- 
ber, 1918, but except for the industrials the 
trend soon turned downward. The decline 
in all classes of bonds since June, 1919, is 
especially significant. 
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Averaging Your General Position 


The Investor Who Has a Single-Track Mind Is at a Disadvantage— 
When Your Own Holdings Should Be Forgotten—-Need 
of Discrimination in Averaging 


By SCRIBNER BROWNE 


N investor who was discussing his 
A various holdings with me _ recently 
quoth somewhat as follows: 

“Yes, I have some B. & O. I have been 
averaging down on it for several years. 
very time | buy some more at the bottom 
it immediately goes lower still. What | 
first thought was the bottom proved to be 
like the bottom of some berry baskets | 
have seen—pretty nearly up to the top. But 
I suppose it will come back some day. Of 
course there must be real value back of 
such a stock as that.” 

He was unconsciously showing the disad- 
vantage of having a “single-track mind.” 
He kept on buying B. & O., not because he 
thought it was the best purchase at the 
time, but because he already had some— 
which evidently had not proved an adequate 
reason for improvement in the company’s 
earnings. 

I havé observed that a great many in- 
vestors reason in this way. Their minds 
are concentrated on their own operations 
and they forget that a profit made in some 
other stock will be just as large a part of 
the price of a new pair of shoes as though 
it had been made in the particular stock 
they started to buy at higher prices. 


Sometimes the Right Way 


It is easy enough to state a case where 
this steady averaging down in the same 
stock would be justifiable. 

Take the case of a man who saves a hun- 
dred dollars a month and whose knowledge 
of investment opportunities is limited. He 
picks out some stock which he is sure is 
sound—or as sure, let us say, as the nature 
of the undertaking permits. If the stock 
declines $10 a share, he remains of exactly 
the same opinion in regard to its intrinsic 
value, and he does not know of any other 
stock he would rather have at current price 
levels. In the meantime he has more money 
to invest out of his savings, therefore he is 
perfectly warranted in buying more of the 
same stock at the lower prices. 

But this is not the position of the average 
investor. Most investors have a consider- 
able number of stocks in mind which they 
consider desirable, and which one they 
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should buy depends largely on the relative 
prices of the different issues. 

Suppose an investor of this class has a 
high opinion of both Southern Pacific and 
Norfolk & Western. He has funds avail- 
able and after looking over the situation he 
concludes that, everything considered, Nor- 
folk & Western is the best purchase at the 
price, so he buys some. 

Then suppose that Norfolk & Western 
falls $10 a share and Southern Pacific falls 
$20. He remains of the same opinion about 
Norfolk; but he may believe that Southern 
is now the better purchase because it has 
fallen twice as much. If so, he should 
average his position in Norfolk by buying 
Southern Pacific. There is no reason why 
he should confine himself to Norfolk simply 
because he bought that first. 

Extend this principle over the entire list 
of stocks with which the investor is fa- 
miliar and you have the general proposition 
that the investor should average his general 
position in the market and not any one par- 
ticular issue. 

It does not matter in the least that two 
companies may be of an entirely different 
character. The investor may think well of 
both U. S. Realty bonds and Ray Consoli- 
dated Copper. Perhaps, after he has 
bought some of the bonds, they fall 10 per 
cent. in market price, while Ray falls 25 
per cent. He feels that, while the bonds are 
well worth their current price, Ray is a 
decided bargain. Under such circum- 
stances it is logical for him to buy Ray to 
average his U. S. Realty bonds, regardless 
of the fact that the two companies have 
nothing whatever in common. 

The Main Purpose 

The main purpose of the investor should 
always be to buy whatever is the best bar- 
gain at the moment. Averaging is nothing 
but a sort of mechanical idea anyway. It is 
in many cases a useful method, but it should 
not be allowed to overshadow the investor’s 
main purpose. 

Moreover, the investor should not forget 
that a considerable distribution of his hold- 
ings is desirable. If he keeps averaging 
down in the same stock he is in danger of 
getting away from a satisfactory distribu- 
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tion, so that his purpose is defeated. 

For example, many investors in past 
years have favored railroad stocks and have 
confined their investments almost entirely 
to that class of securities. ‘The present 
lowly position of the rails shows plainly 
that they were wrong, temporarily at any 
rate. If they had distributed their money 
over a well selected list of rails, industrials, 
oils and sound mining stocks they would to- 
day have a bigger capital and a more liberal 
income. 

By averaging your general market posi- 
tion, rather than your position in some one 
stock, you can readily maintain a wide dis- 
tribution among different kinds of com 
panies. In fact, a reasonably good distribu- 
tion will come about naturally, without 
much special study on your part. At one 
time some railroad stock will seem to you 
to be selling below its real value. At an- 
other time some temporary adverse develop 
ment may depress a good industrial to a 
point where you think it is a real bargain. 
Again, you see what looks like a golden 
opportunity in some public utility, or in 
some mine in regard to which you have real 
and dependable knowledge; or you become 
convinced of the great future before some 
legitimate oil company. Thus a consider- 
able distribution of your holdings comes 
easily and naturally. 


Averaging on a Scale 


It will be seen that the above principle 
prevents averaging down on a regular 
scale. When the novice first hits on the 
idea of buying on a scale down, he usually 
considers it a great find. By that plan, he 
reasons, if he confines his purchases to some 
sound security, he is certain to get his hold- 
ings at a fairly low average. 

If the stock should decline $20 a share, 
it would only have to rally a trifle over $10 
from the bottom, he figures, to give him a 
profit on his average purchase price. While 
if he is right in his idea that the general 
trend of the stock should be upward, he 
can eventually get a profit on all his pur- 
chases, and a large profit on some of them. 

Like many plausible plans for making 
money in the stock market, this one has its 
drawbacks. One is that, if the investor 
happens to be wrong, he is decidedly “in 
bad.” The stock is likely to have a con- 
siderable drop before the investor makes up 
his mind that he is mistaken, and if he is 
buying on a scale, by that time he has a lot 
of stocks on his hands, so that his loss will 
be heavy. 

Again, his average may not be as low as 
he at first thought. If he is buying every 
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five points down, say at go, 85, 80, etc., the 
market may perversely stop at 80%, so that 
his lowest purchase is 4% points up from 
the bottom. And if he endeavors to avoid 
this difficulty by placing his scale orders 
closer together, say every point down in- 
stead of every five points, he can then buy 
only one-fifth as much at a time, and if the 
market advances immediately after he has 
made his first purchase he has only a very 
small lot on hand. 

In other words, the buyer on a close 
scale like that has to be wrong first for five 
points or more before he can make any 
money worth talking about. If he is em- 
phatically and immediately right, his profit 
will be small. If he is emphatically and en- 
tirely wrong, so that he has to drop his en- 
tire line after a severe decline, his loss will 
be heavy. 

If instead of following this scale plan 
in a single stock, he had pursued the idea 
of averaging his general position in the 
market, his chance of being absolutely 
wrong would be considerably reduced be- 
cause of his wider distribution of holdings 
among different companies and classes of 
business, and since each of his purchases 
would probably be relatively larger than if 
he were following a regular scale, his 
profits when right would be considerably 
better. 

Also, he would reduce the danger of get- 
ting tied up in a single stock for a long 
period of inactivity; for this might happen 
even though he eventually proved to be 
right in his estimate of the worth of the 
stock. Sometimes several years elapse be- 
fore a company’s stock responds adequately 
to the growth of its profits, even though 
those profits have been piling regularly 
throughout the entire period. 


Getting Back to First Principles 


In averaging, then, the investor should 
not forget that first principles are more 
important than any method. 

What is he trying to do? To buy a stock 
that will yield him an income or a profit or 
both. What stock will yield the most? The 
stock which is selling cheapest at the time 
compared to its real value and prospects. 

This is the first principle and it is not to 
be relegated to second place by averaging 
or by any other particular method of oper- 
ating which the investor may adopt. The 
averaging should be done in accordance 
with that principle, in whatever suitable 
stock the investor thinks cheapest—and 
without forgetting the importance of a rea- 
sonably wide distribution of holdings among 
different kinds of companies. 





Investment Conditions in California 
By LLOYD S. GILMOUR 


ROBABLY nowhere in the world today 

is prosperity more general, or on a 

sounder basis than in the State of Cali- 
fornia. Its commerce and industry, firmly 
rooted in the three great economic fundamen- 
tals, agriculture, timber and mines, are in a 
particularly strong position at a time when the 
demand of the world for years to come will 
be for food and the materials of reconstruc- 
tion. California has an area almost exactly 
equal to New York, Ohio, Maine, Vermont, 
New Hampshire, Massachusetts and New Jer- 
sey combined. Of this area, 28 per cent. is in 
producing farms, and 25 per cent. in timber 
land. Mining now occupies a comparatively 
unimportant position, nevertheless the annual 
value of California’s mineral products, the 
recent abnormal production of copper in Mon- 
tana and Arizona being disregarded, is ex- 
ceeded only by the four great coal and iron 
producing States east of the Mississippi River. 





LEADING CALIFORNIA PRODUCTS 
(ooo omitted) 
1918 
$187,435 
040 


1915 
$100,702 
9,514 
10,000 
8,475 


57,805 
145.953 
9.025 
35,000 
40,140 
96,665 
582,737 
$1,096,017 


Orchard products ..... 

Table grapes 

Raisins 

Wine and brandy 

Dairy and poultry prod- 
ucts 

Farm products ........ 

Fish industries ....... 

Forest and lumber 
products 

Petroleum 

Mineral products ..... 

Live stock and wool... 

Manufactures 


27.200 
30,000 


105,905 
297,969 
34,000 


45,000 
123,000 
68,100 

~ 357,500 
850,000 





$2,146,155 





The actual and potential wealth of a com- 
munity may best be realized by an examination 
of bank deposits and clearings, which tell the 
story of progress and development. On June 
23, 1915, the bank deposits of San Francisco 
were $371,278,677.18, and on December 31, 1918, 
the figures totalled $568,072,035, while those of 
the whole State in a corresponding period 
grew from $890,442,010.23 to $1,371,037,103.35. 
San Francisco, the financial center of the 
State, had bank clearings of $2,693,688,925 in 
1915, and in 1918 the total clearings were $5,- 
629,321.42. The 1918 clearing house figures 
give San Francisco eighth place among the 
clearing centers of the country; the total being 
one-fifth of those of Chicago, which holds sec- 
ond place, and about equal to those of Pitts- 
burgh. 

Agriculture 

The varied climatic conditions and natural 
resources of the State furnish inexhaustible 
opportunities for new enterprises. In the ag- 
ricultural field irrigation is proving an increas- 


ingly important factor under the State laws 
providing for the formation of irrigation dis- 
tricts. Bonds are issued to cover cost of de- 
velopment work and assessments are levied 
by officials for the collection of ad-valorem 
taxes upon all the property within such dis- 
tricts. Should tax levy fail to be made it be- 
comes the duty of the District Attorney, or in 
his failure, the duty of the Attorney General, 
to cause such assessments to be levied, and if 
the district board should refuse it then be- 
comes the duty of the County Board of super- 
visors to levy such taxes. It has been held by 
the Supreme Court -that this duty of the 
County Board of Supervisors can be enforced 
by writ of mandate. 

Bonds of these districts are made legal in- 
vestments for California Savings banks and 
trust funds, upon investigation and validation 
of State Bond Committee consisting of Super- 
intendent of Banks, State Engineer, and At- 
torney General. This commission reports 
upon the water supply, nature of soil, market 
value of lands, and feasibility of system and 
ascertains that the aggregate amount of bonds 
issued does not exceed 60 per cent. of market 
value of lands. 

Holders of California Irrigation district 
bonds have never suffered delay in payment of 
interest or principal. The prime factor of pro- 
tection in this class of bonds lies in the natural 
productivity of the soil enhanced by climatic 
conditions. Further legal protection is 
afforded in the careful manner of procedure 
in formation of districts thus insuring from the 
start a feasible engineering scheme, coupled 
with proper methods of taxation for payment 
of principal and interest. The result has been 
a potent factor in the development of the 
State. 

The most spectacular of these districts is 
the Imperial Irrigation District, which is situ- 
ated in the famous Imperial Valley in the 
southern end of the State. It obtains its water 
through canals from the Colorado River. As 
illustrating the ease with. which the land can 
bear the cost of the most elaborate and ex- 
pensive works of any irrigation district in the 
State, it may be noted that the bonded debt 
per acre is only $10.26, and the tax rate per 
$100 of assessed valuation only $3.25. 

The population of this district is 60,000, and 
the gross acreage 584,700, of which 415,000 
acres were under cultivation during 1918. The 
waters of the Colorado River, like the waters 
of the Nile, carry a heavy sediment of rich 
silt and vegetable matter which annually fer- 
tilizes and revitalizes the soil. Cotton has 
become the most important crop of the dis- 
trict. In 1909 only 324 acres were under cul- 
tivation; in 1918 there were 165,000 acres, 
averaging % to 1% bales to the acre, producing 
a crop of cotton and cotton seed selling for 
$14,000,000. 

During the same year, the district also pro- 
duced: $10,000,000 worth of beef, pork and 
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mutton; $10,000,000 alfalfa crop, $3,300,000 
worth of butter; 4,425 carloads of cantaloupes 
netting $3,100,000 to growers ; $5,000,000 worth 
of milo maize, and a total crop valued at $50,- 
000,000, or one and one-half times the district’s 
assessed valuation. 

In addition to irrigation districts, the State 
laws also provide for the formation of recla- 
mation districts on substantially the same 
terms. These districts are practically all situ- 
ated in the great central valley of the State, 
along the banks of the San Joaquin and Sac- 
ramento rivers, the flood waters of which are 
controlled by the reclamation works con- 
structed. 

A typical example is Reclamation District 
1,000, situated just north of the City of Sac- 
ramento, along the banks of the Sacramento 
River. The actual value of the 51,326 acres 
of assessable area within the district is con- 
servatively placed at $10,000,000. The bonded 
debt is $58 per acre, and the average annual 
tax rate for interest and sinking fund per acre 
varies from $5.84, the largest amount neces- 
sary to pay interest and principal in any one 
year, to $1.03 the lowest amount. 

The land in all of these reclamation districts 
is of extraordinary richness and fertility, suit- 
able to the growing of deciduous fruits, also 
beans, alfalfa and grain. Rice is a new crop 
in these districts which has passed the experi- 
mental stage, and is increasing rapidly, the 
acreage having grown from 32,000 in 1915 to 
= in 1918, and an estimated 155,000 for 
1919, 

It should not be concluded from the above 
that California is in any way dependent on 
irrigation for its productivity. About 75 per 
cent. of the producing farm acreage of the 
State is dependent on rainfall. One of the 
most important non-irrigated crops is beet 
sugar. The beet sugar industry of the United 
States was originated by the Alameda Sugar 
Co., at Alvarado, California. The town of 
Spreckels, in Monterey County, has the larg- 
est beet sugar factory in the world. 

In 1917 California produced 209,325 tons of 
sugar, or over one-fourth of the beet sugar 
production of the United States. 

Citrus and deciduous fruits are more or less 
dependent on irrigation, usually of a local and 
individual character. In 1917, California 
shipped 46,447 carloads of oranges and 7,914 
carloads of lemons. The acreage in oranges 
is not expanding rapidly, but the young new- 
bearing acreage in lemons is almost as great 
as the present bearing acreage, and when this 
comes into full bearing, California alone will 
produce more lemons than the United States 
and Canada now consume. 

Fresh, deciduous fruits shipped from Cali- 
fornia north of the Tehachapi were in 1915, 
16,778 carloads; in 1918, 24,425 carloads. The 
canning industry has also had a phenomenal 
growth, as shown in the following table 
(figures in thousands) : 

1918 


1915 
Cases Cases 
9,123 11,370 
Vegetables ..2,744 7,004 8,024 
Efforts to salvage something out of the 


1917 
Cases 
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wreck of the wine grape industry caused by 
war-time and constitutional prohibition are 
all in the experimental stage. It is estimated 
that 170,000 acres, or half the vineyard area 
of the State is planted to wine grapes. Of 
this acreage, the greater part is hillside land, 
which is suitable for nothing other than pas- 
turage. 

Some wine grapes have been experimentally 
dried and sold as raisins, due to abnormal war 
demand, but the quality was inferior to that 
of the ordinary commercial raisins, and in nor- 
mal times there is not much to be hoped for 
in this direction. Wine grapes have also been 
dried, in such a way that they can be exported 
to wine- -making countries, treated with water, 
and used in making wine. 

Grafting is being tried in an effort to pro- 
duce an acceptable raisin or table grape on 
the wine grape stock. Chemists are at work 
trying to find a commercial basis for the pro- 
duction of table syrups and industrial alcohol. 
All these remedies, however, are in the ex- 
perimental stage, but hopes are held for the 
conversion of the wine business into a profit- 
able industry regardless of prohibition. 


Timber 


California’s timber resources will be in great 
demand in the work of world reconstruction. 
The timber lands of the State total 24,163,000 
acres, in which it is estimated that about 274,- 
000,000,000 board feet are available. This 
figure includes yellow pine, sugar pine, Doug- 
las pine, spruce and incense cedar, but ex- 
cludes redwood. 

California’s redwood forests, which are the 
only ones in the United States, comprise about 
2,000 square miles stretching from the Oregon 
line south along the coast to Monterey Bay, 
in which some 80,000,000,000 board feet are 
*commercially available. The largest single 
timber owner in the State is the Southern Pa- 
cific Railroad. 


Mineral Products 


The value of California’s mineral production 
for the years 1915 to 1918 was (figures in thou- 


sands) : 
Total Value Gold 
$22,442 
21,410 
20,087 86,976 
1918 16,490 127,459 

The falling off in the production of gold is 
due in part to approaching exhaustion of the 
dredging fields, and in part to the high prices 
of all commodities, while gold has necessarily 
remained stationary. 

Petroleum is far and away the most valuable 
mineral product of the State. In regard to 
this commodity the following is quoted from 
the forthcoming annual report of the Cal- 
ifornia Development Board: 

“The stability of the oil business in Cal- 
ifornia is not as well recognized as the 
facts warrant, owing to the prominence of 
wild-catting. It should be more generally 
understood that there is a large acreage 
of proved oil land in the State upon which 
development operations are being carried 


Petroleum 


$43,503 
57,421 
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on with fairly uniform financial results. 

“During the last four years acreage of 
proved oil land has increased by 20 per 
cent. to a total of 89,212 acres. The num- 
ber of producing wells has increased by 
32 per cent. during the same period. It is, 
therefore, clear that there exists a large 

margin of proved but undrilled land, as 
figures indicate an average of 10.19 acres 
of proved land per producing well, where- 
as a figure of 8 acres would be a safe 
average. 

“While it is true that the larger com- 
panies are constantly increasing their hold- 
ings by purchase from the smaller con- 
cerns, it is also true that there has been a 
constant increase in the number of divi- 
dend paying small companies. In oo 
there were 55 such companies; in 191 
there were 155.” 

The petroleum production of the State in 
barrels was: 

1915—91,146,620 
1917—95,390,309 
1918—99,731,177 


The 1918 production was 23 per cent. of the 
output of the nation. 


Manufactures 


California’s manufactures were for a long 
time unimportant compared with her agricul- 
tural and mineral products, owing to the new- 
ness of the country and the sparsity of the 
population. Of late years, however, the State’s 
rapid development in every direction has been 
working a change in this respect, and raw 
materials and population have now grown to 
a point where the splendid manufacturing op- 
portunities offered are being rapidly taken ad- 
vantage of. 

A brief summary of the total production 
from all sources in the State for 1918 shows 
$2,146,155,805, an increase of $1,050,138,130 
over the year 1915. California, always known 
as an agricultural State, produced manu fac- 
tured goods in 1918, totaling $850,000,000, this 
being the largest single item in the State’s out- 
put. Manufacturing has been an important 
factor for many years, which to the mind of 
the average Easterner may be somewhat ofa 
surprise. During the ten-year period prior to 
the war, California’s progress in manufactur- 
ing showed an increase of 94 per cent., while 
the State of New York increased 53 per cent. 
Pennsylvania 44 per cent., and Illinois 59 per 
cent. 

An interesting reg or of the expansion 
now going on is the $25,000,000 plant of the 
Goodyear Tire and Rubber Co. at Los An- 
geles. The following is quoted from the ad- 
dress of F. A. Seiberling, president of the 
company, at Los Angeles on July 11 of this 

ear: 

. “A business of approximately $13,000,000 an- 
nually is being handled on this coast from 
Ohio. The two main products, crude rubber, 
which comes from the Far East to the shores 
of this coast, «nd cotton from the Salt River 
and Imperial Valleys, are transported to 
Akron, Ohio and Goodyear, Connecticut, made 
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into the finished product and again shipped 
back to this coast. In other words, the two 
main factors make a loop across the United 
States in railroad transportation—wasteful 
cost that was sufficient to justify our locating 
in Los Angeles. One of the controlling 
elements in our choice was the matter of labor. 
We chose Los Angeles against any other point 
on the coast, because we thought that here was 
an adequate supply of labor—free American 
labor—capable of being trained in the skillful 
occupations required in our industry. 

“I have a hard-headed vice-president and 
factory manager, who was born on Plymouth 
Rock, New England, and, if I may use the 
figure of speech, his feet are still there. At 
least, he has all the conservatism of a tight 
old New England Yankee. He couldn’t see 
the expansion, but the other day he came into 
the office and said, ‘Mr. Seiberling, I believe 
within three years we shall be able to produce 
the product here, ship it by way of Panama, 
and take care of the New England trade, and 
take care of jit cheaper than we can from 
Akron, Ohio.’ 

Labor conditions in California are the best 
in the world, and industrial unrest is at a 
minimum. California ranks first in the United 
States in the value of factory products per 
dollar paid in wages. 

The shipyards of the State played a great 
part in the nation’s shipbuilding program. 
While Eastern yards were losing time because 
of heat and cold, records for steel ship con- 
struction were broken time and again by Cali- 
fornia mechanics. The most remarkable feat 
of all was the launching at the plant of the 
Bethlehem Shipbuilding Corporation at “Ala- 
meda of a 12,000-ton cargo boat in twenty-four 
working days from the time the keel was laid. 

The following table summarizes California’s 
performance: 

Number. Tonnage. 
Com gum launched in 
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EERE SEE OR ee 56 $13,725 
ARR Re ERS OES. 5,5 Oe 13 4,580 
PEE - Scones chu bnedewen 1 5,000 
. OEP AOR Se meee 70 523,275 
Cargo Vessels under con- 
struction Dec. 31, 1918: . 
BRIERE Sea ae Rie ae a 70 638,550 
RARER Peer ae 24 77,000 
NEE os bc'eaw cada wataiekaente 94 715,550 
Total launched or build- 
— . ery 164 1,238,825 


Almost the only great raw material which 
California is not now producing in some quan- 
tity is pig iron and steel. Extensive deposits 
of iron ore exist in the mountains of Riverside 
county, easily accessible from tidewater. These 
have not been developed heretofore, because of 
a lack of proper fuel for smelting. It is be- 
lieved that newly developed coal mines in 
Alaska will furnish the necessary cheap fuel 
as soon as ships are available. 































































Import and Export Trade 
Customs figures of exports and imports 
through California ports are of no value as 
showing the foreign trade done by the State. 
The a are not segregated by points of 


origin for exports, or points of destination for 
imports, but represent the trade of the United 
States as a whole, through these ports. By 
far the greater bulk of this trade has its origin 
or destination east of the Mississippi River. 
Before the completion of the Panama Canal 
practically the entire trade of the United States 
with countries bordering on the Pacific moved 
through the port of San Francisco. During 
the war the influence of the canal on this route 
was not demonstrated, due to the total disrup- 
tion of all normal trade routes. 

In the future it appears probable that with 
the gradual return to normal conditions a 
great part of the trade heretofore passing 
through Pacific ports will be diverted to New 
York, New Orleans, or Galveston, and direct 
lines through the canal. With the establish- 
ment of fuel stations, both coal and petroleum 
at the canal, many direct lines are undoubtedly 
practicable, and in fact some are now in opera- 
tion. 

It is very doubtful whether a combination 
rail and water rate can be made over Pacific 
Coast ports which will meet the direct line 
rates which can be made through the Canal. 


INVESTMENT CONDITIONS IN CALIFORNIA 
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When the canal was first opened, some of the 
coast to coast rates made by the Southern 
Pacific’s Sunset Route-Morgan Line in compe- 
tition with the canal were questioned by the 
Interstate Commerce Commission as being 
possibly below the out-of-pocket cost to the 
railroad in moving that particular traffic. Since 
that time railroad operating expenses have in- 
creased out of all proportion to those of steam- 
ships, and the rail ends of combination rates. 
over Pacific ports made in competition with 
the canal may easily prove entirely unremu- 
nerative. 

For this reason the future import and ex- 
port business through the Pacific ports is in a 
position of uncertainty, and a falling off may 
occur, but if so, it will not necessarily indicate 
a decline in exports from Pacific coast terri- 
tory proper. 

Conclusion 

Due to California’s healthy and rapid ex- 
pansion of business, as shown by the foregoing 
figures, and to the varied and staple nature of 
the products handled, nearly all of them being 
basic necessities of a non-industrial nature, it 
is believed that in the future the State will 
enjoy the utmost immunity from post-war de- 
flation and social unrest. The investor may, 
therefore, examine a list of California securi- 
ties on their individual merits with the greatest 
confidence in underlying general conditions. 





JAMES SPEYER ON 


The depreciation of railroad securities has 
been a heavy blow to millions of individual 
owners and to savings banks and life insur- 
ance companies, and should, and can, be 
remedied. The large amount of funds annual- 
ly needed for the maintenance and develop- 
ment of our transportation system cannot be 
obtained to any sufficient extent, if at all, un- 
til they are provided definite and stable guar- 
antees of income and of return on capital to 
be invested in the future. 

It will not make much difference how many 
railroad systems there be, whether there be 
“regional systems” or not, or how closely new 
issues of securities will be supervised, or how 
much of any surplus will go for improving the 
conditions of labor, (which I, for one, would 
like to see done,) or whether there are two 
representatives of labor and two of the Gov- 
ernment on each board, &c. The essential 
problem remains how to re-establish and main- 
tain railroad credit. Owners of railroad 
securities should not be dependent for their 
income on what the present or future mem- 
bers of the Transportation Board or Inter- 
state Commerce Commission may consider 
from time to time the capital invested to be, 





RAILROAD CREDIT 


or what is a “fair return,” or what they may 
think from time to time, to be “just and 
reasonable rates” expected by them to pro- 
duce this return. They must be assured of 
income under Government control. 

The owners of railroad securities—men and 
women, all voters—are entitled to ask the 
Government authorities, both Federal and 
State, promptly to take steps to restore the 
true value of railroad securities, because it is 
very largely due to mistzken policies of the 
past, to mistakes of commission and omission 
of Government bodies, that railroad credit 
generally has been well-nigh destroyed. 

The proposed bill does not provide effective 
guarantees and does not assure a definite and 
stable return on railroad securities, outstand- 
ing and to be issued. 

I believe that when this matter is once 
thoroughly understood by our legislators, and 
its importance for all classes thoroughly ap- 
preciated, American common sense and love 
of fair play will prevai', as they have in similar 
crises in the past. It is one of the most urgent 
problems for the prosperity of the country as 
a whole, and should be fairly solved before the 
properties are returned to their owners 














READERS’ ROUND TABLE 


[Subscribers are invited to contribute to the Readers’ Round Table Department. From 


our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow- 
readers. We believe that this interchange of ideas will prove to the advantage of all. Send 
in your manuscript addressed to Editor, Readers’ Round Table. No names will be used 


anless permission is given.—Editor.] 


Money and Prices 


THE MAGAzINE OF WALL STREET: 

Professor Irving Fisher in your issue of 
August 2 is quoted as saying, according to the 
Literary Digest: 

“The truth is that the chief causes of the 
rise in prices in war times are monetary 
causes. * * * The ups and downs of prices 
correspond with the ups and downs of the 
money supply. Throughout all history this 
has been so.” 

This in support of the theory that prices go 
up with any increase in the money supply and 
down with a decrease in the same. This, of 
course, is the standard, conventional view of 
economics. 

But here is something worthy of note. The 
theory pos*ively refuses to harmonize with a 
theory which has sprung into popular accept- 
ation within the present year, to-wit: That a 
rise in prices follows every wage increase; 
that wage increases are demanded to turn to 
meet the higher prices and so on ad infinitum. 
This popular theory has been adopted by the 
labor organizations and in his address on the 
high cost of living before Congress recently 
the President recognized it. I think it is 
palpable that this popular theory is true and 
that prices will be advanced as wages are ad- 
vanced whether the supply of money be great 
or small. Would it not be better to scrap all 
of the theories of political economy taught in 
our universities and accept these instead?: 

“The purchasing power of money depreci- 
ates in exact proportion as the average indi- 
vidual income increases.” 

“The purchasing power of money increases 
as the average individual income decreases.” 

It should be clear by this time that prices 
or values can not go up or go down. Inani- 
mate things do not move of their own will 
because they have none. In the case of prices 
it is time to admit that they are either put up, 
put down, or let remain stationary. They are 
either put up or put down by some individual 
or collection of individuals who make money 
by putting them up or down. They are not 
put up or down by individuals or collections of 
individuals who hoes money by putting them 
up or down. 

It is time to apply mathematical reasoning to 
economic problems. It is time to ditch the 
idea that a sort of supernatural or natural law 
with mysterious roots has to do with our 
troubles. It is time for economists to ditch 
their wooden gods and get some that will 
work. And for the world to avoid much 
trouble they should get a hustle on. —A. F. H. 
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It is certainly true that buyers endeavor to 
put prices down as much as possible, and sellers 
try to put them up as much as possible. But 
there are natural limits to what can be accom- 
plished in either direction. Our correspondent 
is mistaken in assuming that wages and prices 
can react on each other in such a way as to put 
prices up ad infinitum, The limit is reached 
when there is not money enough available to 
handle business at the high level which has 
been reached. And the limit of a decline is 
reached when money becomes so plentiful in 
proportion to the price level (which roughly 
indicates the need for money) and Geodien 
so cheap, that new enterprises spring into 
being on the basis of cheap money and thus 
increase the demand for goods, eventually 
causing the prices of goods to rise. 

These are not the only influences which 
cause prices to rise or fall, but they are more 
fundamental than any others.—Enbiror. 





An Odd Lot Execution 


THE MAGAZINE OF WALL STREET: 

We are very much interested in learning 
your views on the odd lot trading in the 
New York market. 

Yesterday we had an experience that, ai- 
though we were assured was correctly handled 
does, however, smack of unlicensed privileges. 

We illustrate our thought as follows: 

We had an open order to sell Wilson at 
87%. It opened in the morning at 81%. The 
next sale was 83, the next sale 89, and the last 
sale was 92. 

We were given to understand that these 
were the only sales made, and yet our stock 
was taken from us at 87%. 

Assuming that the odd lot dealer filled 
orders both ways at 81% and %, and 82% and 
831%, he surely did not fill any odd lots that 
were wanted to purchase between 83% and 
891%, but must have been able to pick up a 
round lot of this security on open selling 
orders ranging from & to 29.—G, R. C. 





Your order was filled in accordance with the 
rules which have been adopted by the odd lot 
dealers on the N. Y. Stock Exchange. The 
reason they give for this rule is that, in the 
case you mention, for example, the dealer 
would probably not be able to make any con- 
siderable sale of 100 share lots at 89. In the 
case of an inactive security where the spread 
between the bid and asked price is consider- 
able there is always a good deal of doubt at 
what prices the odd lot dealer can even up by 
the purchase or sale of 100 share lots. 
























Financial News and Comment 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





“Big Four” Officials Sued 


Suit has been entered against Supt. Geer, 
of the company and five other officials of 
company in Federal district court by U. S. 
District Attorney Humes, in which the rail- 
road men are charged with violating the act 
governing the working hours of employes. 





Boston & Maine Upheld in Court 

The bill in equity by Edmond F. Brown 
et al., owners of 55 and 52 shares of company 
stock seeking to have the court review, annul, 
modify or amend the order of the P. S. Com- 
mission approving the plan to reorganize the 
company under the act of 1915, was dismissed 
by the Supreme Court. The 1915 statute gives 
Boston & Maine right to acquire ownership 
of all leased lines and issue bonds and stock 
of $13,306,000 to refund floating debt. 

Counsel Crooker, for the Company Minority 
Stockholders’ Assn., states it has never waived 
its contention against the validity of the $13,- 
306,000 floating debt of the Boston & Maine, 
as intimated in the court decision just handed 
down, but waived extended argument on this 
question in the Brown case. 

If the decision is based on that issue, he 
says he will ask a rehearing and if the de- 
cision is permenently adverse, will carry the 
case on appeal to the U. S. Supreme Court 
on writ of error. 





Chicago, Terre Haute & S. E. Valuation 

The I. C. Commission has returned two ad- 
ditional tentative valuations. They are the 
Chicago, Terre Haute & Southeastern, repro- 
duction, new, $22,247,890, and reproduction, 
new, less depreciation, $17,561,158; and 
Hawkinsville & Florida Southern, reproduc- 
tion, new, $1,144,728, and reproduction, new, 
less depreciation, $864,76 


Cleveland & Pitts. New Stock Listed 

The N. Y. Stock Exchange has admitted to 
list $503,950 special guaranteed betterment 
stock of the company, making total amount 
authorized to be listed $17,893,400. 

The company in a statement filed with the 
N. Y. Stock Exchange, gives corporate in- 
come account for the year ended Dec. 31, 1918, 
as follows: 

Income from lease, $1,845,840; other income, 
$3,156; total income, $1,848,996; interest, 
$365,447; net income, $1,483,549; dividends, 
$1,481,704; surplus, $1,845. The Federal 





operating account for the year showed: 
Gross earnings, $17,902,216; operating ex- 
penses and taxes, $17,114.014; operating in- 
come, $788,202; hire of F ee rentals, 
etc., $783,598; surplus, $4,604 


D. L. & W. Miners 

Mine workers employed by the company on 
strike since Sept. 8 have resumed work, pend- 
ing action by the Anthracite Conciliation 
Board on the 20 grievances which the 
framed. This decision means 14,000 men will 
return to work. 

Twelve thousand employes of the Delaware 
& Hudson Co., who also were out on strike, 
have resumed work at all collieries. 


Gulf, Fla. & Ala. Ry. Bonds Deposited 
The Metropolitan Trust Co., New York, has 
announced that $4,190,000 bonds of this com- 
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pany had been deposited under the agreement 
of the bondholders’ protective committee, and 
that the sale of the property under fore- 
closure had ‘been set for Tuesday, Oct. 14. 
The plan of reorganization, dated Nov. 12, 
1917, still stands as originally proposed. 





Lehigh Valley Earnings 

The company reports for the quarter 
ended June 30, 1919: Operating revenue, 
1919, 17,210,309 ; 1918, $16,975,048. Net 
revenue, $1, 447,214; $903,535. Operating in- 
come, $915,260; $363,274. Gross income, 
$984,817 ; $494,380. Net income, $936,184; 
$361,268 (deficit). 


N. Y. Central Note Issue Sold 
The entire issue of $15,000,000 one year 
6 a cent. notes of the company has been 
sold. 
The new issue secured notes of the company 
have been declared by the state bank commis- 
sioner legal investment for Mass. saving banks. 


N. Y., N. H. & H. Suit Hearing 

Circuit Judge Mack, in the Federal Dis- 
trict Court, has set Oct. 28 for the hearing ot 
arguments on the motion made by Harold 
Norris and 1,300 other stockholders of the 
road to be allowed to intervene in the restitu- 
tion suit brought by Edwin Adams and 
another group of stockholders against William 
Rockefeller and other former directors of the 
company to recover damages of $150,000,000 
because of alleged waste. 

At the same time Judge Mack will hear 
argument for the appointment of a limited 
receiver to prosecute the Adams suit against 
the railroad and its former directors, 


Penn. R. R. to Build Another Hotel 

In view of published reports that the com- 
pany will build another hotel near its station 
in N. Y. City, the following statement has 
been authorized by the company: 

“The great success which has attended the 
operation of the Hotel Pennsylvania, located 
opposite the station, since its opening in Jan., 
1919, and the great demand by the traveling 
public for additional accommodations have led 
several parties to open negotiations with the 
company for the erection of another hotel on 
the ground the company owns, north of the 
station, facing 34th Street.” 


Rock Island Bonds Authorized 

The Kansas P. U. Commission has author- 
ized Rock Island to issue first and refunding 
4 per cent. bonds in following ey 
$5,000,000 to retire equal amount of C. O. 
G. general mortgage 4 per cent bonds; $1, 000 
000 to retire equal amount of the company’s 
general mortgage 4s and $2,499,000 to cover 
the year’s usual betterments and additions, a 
total of $8,999,000. 


Seaboard Air Line Financing 
Company offers holders of $4,000,000 two- 
year 6 per cent. notes, due Sept. 15, 1919, the 
privilege of extension for one year on a 7 
per cent basis. Sept. 15 coupon plus cash 




















compensation for extension of $9.50 per $1,000 
bond will be paid on Sept. 15 at the va 


anty Trust Co. Collateral will be increased 
from $5,334,000 to $6,000,000 first consolidated 
mortgage 6 per cent. bonds. The Railroad 
Administration has approved the extension. 

Under the terms of its contract with the 
Railroad Administration the gross corporate 
income of the company for the period of 
Federal control, from Jan. 1, 1918, to Dec. 
31, 1919 (last four months estimated), is 
$14,199,715, or a yearly average of $7,099,857. 
This provides for all interest charges, in- 
cluding equipment interest payments and in- 
terest on the adjustment bonds and corporate 
expenses. The amount allowed the company 
additional to the standard return of $6,497,025 
is $423,000, making a total of $6,920,025 as the 
annual compensation during ederal control. 
The balance between this figure and the 
$7,099,857 is made up of other corporate in- 
come. The total additional compensation is 
said to be among the largest yet allowed by 
the railroad administration. 


Union Pacific New Vice-President 
H. M. Adams, formerly traffic assistant to 
Regional Director Bush, has been elected 
vice-president in charge of traffic of Union 
Pacific System, effective Oct. 1. Mr. Adams 
was in charge of traffic for the War Depart- 
ment until after the armistice. 


Western Pacific Valuation 

Engineers of the road and the engineers of 
the Commerce Commission are within $3,- 
000,000 of agreement on the value of the com- 
pany’s right of way and station grounds, and 
the concessions of the Commission thus far 
are important, for the Government engineers 
have conceded an appreciation of 100 per cent. 
in a comparatively few years. 

The conferences between the Commission’s 
and the company’s appraisers have resulted 
so far in the Commission conceding $14,500,- 
000 for these properties and in the company 
reducing its claim to $18,000, 

The findings of the Commission to date, 
with subsequent capital expenditures and ap- 
propriations, will result in a valuation of $90,- 

000 for Western Pacific, which has issued 
against this property $20,000,000 bonds, $27,- 
500,000 pref. stock and $47,500,000 common, 
total liabilities of $95,000,000. 


INDUSTRIALS 


Amer. Bank Note Swamped With Business 

Company is swamped with business, due to 
the issuance of new securities, and it is esti- 
mated earnings are running at the annual 
rate of $18 a share. Interests conversant with 
the affairs of the company look for an increase 
in the dividend from $3, the present rate, to 
$5 a share. 








Amer. Car & Foundry Earnings 
Company has a good outlook, despite the 
scarcity of domestic equipment orders. Re- 
pair work and miscellaneous business are ex- 
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pected to keep the plants going through 1919. 
At the present rate of earnings, profits in the 
current year to end April 30, 1920, should be 
about $25 a share on the common stock, afte: 
all charges and taxes. 

There is every prospect that the company 
will not have to touch its three-year reserve 
of $10,800,000 this year, established against 
the payment of common dividends, thus as- 
suring 12% dividends on the junior shares 
for at least four years to come. 

The company is doing a fairly good busi- 
ness in tank cars for oil companies. There 
is a healthy demand for this type, and it 
gives promise of increasing. 


Amer. Hide & Leather Earnings High 
It is known for 2 months of current quarter 
earnings ran at a new high record rate. 





Amer. Loco. to Enlarge Plant 

Company will double its capacity at the 
Chester, Penn., plant at an outlay of $1,000,- 
000. This plant has a capacity of 1,100 tons of 
finished castings a month. It is expected the 
additions, which have already been started 
and which consist of floor and oven space, 
will increase this to 2,100 tons monthly. 





Amer. Sugar Ref. Voluntary Wage Raise 

Conipany has voluntarily raised wages of 
1,500 men employed at its Jersey City refinery 
5 cents an hour. 





Amer. Sumatra Net 

For the year ended July 31, 1919, the com- 
pany reports surplus after all charges and 
taxes, of $890,388, equivalent after pref. div- 
idends to $5.56 a share on the $13,532,885 
common stock, the latter including an increase 
of $5,696,900, which became effective July 5, 
1919. In the previous year surplus amounted 
to $2,164,654, or $29.75. a share on the $6,- 
813,900 common stock. 

Company’s growing crop promises to be the 
best in its history, both as to quantity and 
quality. Last year’s production was not well 
sold up at the close of the year ended July 
31, 1919, owing to the cigar makers’ strike. 

The last of the fall of 1918 crop has now 
been worked off and with bumper production 
in sight this year, earnings are expected to 
show good recuperative powers. Settlement of 
the cigar makers’ strike will clear the way 
for unprecedented demand, as the protracted 
struggle has created a great scarcity. 


Am. Woolen’s South Amer. Business 

An interest close to the affairs of the com- 
pany says it has landed a $25,000,000 order 
from South America. 

Commenting on the situation in the com- 
pany he says: “All of this business to South 
America was formerly done by Germany. 
The acceptance of this order by the company 
is one of the reasons the clothing manufac- 
turers in the U. S. have been able to procure 
only a small part of their needs. It is true 
the company will receive lower prices from 
now on for its products, but on the other hand 
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Longer Hours— 


and harder work, is what this country 
needs. If any man—or any class— 
persists in glorifying the doctrine of 
less work, write them down as soft- 
handed shirkers. . 


Produce More— 


It is a national duty. Low production 
is the key-note of the high cost of 
living. Increased production ~ will 
lower prices and allow greater sav- 
ings. 


Save More— 


Spend only for the necessary things. 
Vast amounts of capital were de- 
stroyed by the war. Don’t waste 
yours. Help reconstruct indugtry. 
Invest in sound enterprises, and share 
in the future of American business. 
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vestor the benefits of immediate 
ownership—you receive dividends 
interest from the first; you can take 
advantage of market rise by selling 
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it has plans which will double its present ca- 
pacity. This means the company even under 
lower prices for its goods will make more 
than ever.” 





Am. Writing Paper Deficit Erased 
Company interests state a deficit after in- 
terest and depreciation of over $400,000, ac- 
cumulated in the six months ended June 30, 
had been eliminated Aug. 31. Net profits are 
now sufficient to show interest and deprecia- 
tion fully earned for all of the fiscal year to 


Dec. 31, with a prospective balance for the 
, gene pref. stock of about $4.50 per 
share. 





Bethlehem Motors Listed 
The New York Stock Exchange has listed 
130,000 shares of the company of no par value, 
with authority to substitute permanent en- 
graved certificates on official notice of issu- 
ance in exchange thereof. 


Bethlehem Steel Earnings 
Upon results in the first three quarters of 
1919, the corporation in the full year will 
make a better showing in surplus available 
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for the common stock than any other steel ~ 


company. 
It is estimated the company this year will 
earn over $20 a share for its $60,000,000 com- 
mon stock, largely because of the activity of its 
shipbuilding plants. 
It is learned in the steel trade the corpora- 
tion was the low bidder for the structural 
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steel in connection with the construction of 
hangars for the government at Lakehurst, N. 
J. The corporation’s price was slightly in ex- 
cess of $1,000,000. 


Crucible Postpones New Plant 
Company has postponed, until after Janu- 
ary, 1920, the erection of its proposed new 
building at Midland plant, bids for which were 
recently asked. 


Famous Players Buys N. Y. Building 

The Putnam Building and Westover between 
43rd and 44th Streets, sold recently by Vin- 
cent Astor, has been bought by the corpora- 
tion for its headquarters. 

The corporation paid the price demanded 
by R. E. Simon, head of the syndicate, who 
purchased the property from Vincent Astor. 
The property is assessed at $3,400,000. Mr. 
Simon would not say what he sold it for to 
the Famous Players. He admitted that his 
profit was the largest he has ever made. 


In. M. M. Not Discussing Back Dividends 

In reply to a query as to whether the di- 
rectors had considered a plan for the elimina- 
tion of part of the back dividends at their 
meeting, or at any other time, President 
Franklin made it plain no plan was under 
consideration and that the subject had not been 
taken up. 

Mr. Franklin stated that although hesita- 
tion in the American shipping world had made 


itself felt in the earnings of the corporation, 
returns were still “satisfactory” and substan- 
tially above those of 1918. 


Kelsey Doubling 1918 Business 
The volume of business transacted this year 
by the company will be twice the 1918 output. 
It is reported the Ford interests are trying 
to secure control of the company. 


S. S. Kresge Sales Increase 
S. S. Kresge Company reports sales as fol- 
ows: 
Month of August, 1919: $3,405,408; 1918, 
$3,068,703; per cent. increase, 10.97. Year to 
date, 1919: $24,808,752; 1918, $21,537,650; per 


cent. increase, 15.18. 


Lack. Steel Expects Rail Orders 
As one of the largest producers of steel 
rails in the country the company stands to 
benefit greatly from a resumption of railroad 
buying. If the estimate that the railroads of 
the country need 5,000,000 tons of steel rails 
in the next 12 months is correct the share 
coming to Lackawanna’s mill will largely in- 
crease earnings in 1920.- The percentage of 
Lackawanna’s capacity devoted to rails is 
larger than any other concern. 
Nova Scotia’s New Construction 
Company plans to erect a by-products plant 
to cost $2,000,000 at Sydney Mines, N. S. 
This will necessitate erection of additional 
blast furnace at cost of $1,500,000. 


Pressed Steel Car New Subsidiary 

Company is said to be planning a special 
distribution to shareholders in payment for 
the use of funds which were taken from the 
treasury to atquire the plant of the Orenstein- 
Arthur Koppel Co., the American branch of the 
Berlin house, which had been taken over by 
the alien property custodian. 

he new company was incorporated as the 
Koppel Industrial Car and Equipment Co., 
with a capital of $1,600,000, of which $1,350,- 
000 was paid in cash. The concern manu- 
factures a number of types of industrial cars, 
rails, and miscellaneous products sold in every 
part of the world. 

Pressed Steel Car is havi:.g its full share 
besides in the equipment business, and this 
year’s earnings will equal, and may exceed, the 
record year of 1918, when $24.61 a share was 
earned on the common stock. 


Punta Alegre Refinancing 

At a special meeting of the company, it was 
voted holders of the first mortgage 6 per cent. 
bonds and the collateral trust 6 per cent bonds 
shall have the right to convert them into stock 
at any time. Stockholders also voted to re- 
tire the $760,000 of preferred stock and au- 
thorized an issue of $1,000,000 8 per cent. 
preferred, par $50 a share. 

Directors of the company have voted to 
set aside out of the surplus as of May 31, 
1919, sufficient to pay dividends of 10 per cent. 
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($5 a share) on the common stock in the 
year beginning Oct. 1, 1919. They declared, 
payable out of this reserve, a dividend of 2% 
per cent. ($1.25 a share) on the common stock, 
payable Oct. 15 to stock of record Oct. 1. 

It was also voted to offer to stock of record 
Oct. 1 the right to subscribe at $55 a share 
to new common stock in the ratio of one new 
share for each three held on that date. Stock 
must be paid for in full on Oct. 20. 

Proceeds of the new issue will be used to 
finance the addition to the Punta Alegre mill, 
and construction work on this is now well 
under way. 


Republic Iron & Steel Expansion 

The Hannah furyace of the company, at 
Youngstown, has been blown in, increasing the 
number of active stacks in the Mahoning val- 
ley to 23. 

The DeForest plant of the Republic has re- 
sumed operations after a shutdown since July 
1 during which time it has been overhauled. 
The entire plant was changed from a steam 
to an electrically-driven one and the pair 
furnaces and housing and roll foundations 
rebuilt. 

Stewart-Warner Operations 

Company’s business continues to expand and 
is now 30 per cent. above 1918, with plant 
running at full capacity. Orders for August 
were larger than those recorded for any pre- 
vious month. 


Swift & Co. to Help Investigation 

An offer of cooperation in investigating 
conspiracy charges has been made to Attor- 
ney-General Palmer by the company. 

Underwood Strike Settled 

Striking employes of the company have 
accepted the company’s compromise offer and 
returned to work at once. 

Time and one-half for overtime is the only 
concession made; the company formerly paid 
time and one-quarter. The working day re- 
mains at nine hours. An official of the com- 
pany stated over 4,000 employes have been 
on strike since Aug. 11. Output has been 
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official states that the alcogas plant escaped 
damage. 


U. S. Realty & Imp. New Policy 

Company has sold the Everet Building, 4th 

Ave. and 17th St. the Federal Sugar Co. 
Building, 91 Wall St., and a building on West 
30th St. It also sold 1,400 lots known as the 
King’s Highway Property, Brooklyn. The 
amounts brought by these properties were 
highly satisfactory. Negotiations are now un- 
der way for sale of some of the larger office 
buildings owned by the company in the finan- 
cial district. Some flattering offers have been 
received for Trinity Building and U. S. Realty 
Building, 111 and 115 Broadway. 
_ The sale of the above mentioned properties 
is in line with the new policy adopted by the 
management of the company, under which it 
intends to give up the real estate business 
and devote more attention to construction 
work. 

The subsidary G. A. Fuller Construction Co. 
at present has on its books construction work 
amounting to $30,000,000. It is now figuring 
on $100,000,000 construction work scattered 
through the U. S. It recently closed a con- 
tract with the General Motors Corporation for 
construction of a large assembling plant at 
St. Louis, Missouri. 


U. S. Steel Gets Rail Order 
It was learned the recent order for 200,000 
tons of rails placed by the Railroad Admini- 





Howe Sound plant, one of the Whalen group of 
three mills. 


Forging Ahead! 
Recent financing of 


WHALEN PULP & PAPER MILLS 


enabled the Company to complete the devel ent of 
its three valuable timber limits on the Pacific Coast. 


considerably curtailed owing to the strike. 


U. S. Alcohol Developing Alcogas 

A contract has been awarded for the con- 
struction of a big addition to the plant of 
the company at Curtis bay, on the river front 
near Baltimore. 

An investment of $250,000 will be required d 
for the buildings and machinery, which will be op & dues t Oe cutee antes be cme 
installed for manufacturing alcogas. The the 50% Common Stock bonus allowed. 
daily output will be 25 carloads, and the new Interest and Principal payable in New York 
plant will be on a 40 acre site. It is under- 
stood this addition is one of several the com- 
pany has under consideration. 

Company has started the marketing of its 
alcogas which interests controlling the com- 
pany believe to be far superior to gasoline 
“= equnion of yee ie ; INVESTMENT BANKERS 

ompany in the recent Greenpoint fire sutf- 
fered a loss of $750,000, fully insured. An ae ~~ eames 


When writing advertisers, please say, “I saw it in The Magazine of Wall Street.” 


Investors in the 7% 15-year Mortgage Debenture Stock 
onne a bonus of 50% in Common Stock, are assure 
of: . 
(a) A continuous 7% interest yield; ; 
(b) Return of their principal in 1932, which is 
provided for by ample sinking fund provi- 


f and cago 
In our opinion, the above provides a safe and profit- 
able investment. 
Circular fully describing gladly sent upon request. 


raham, Sanson & (¢ 





1084 


stration was apportioned so that the corpo- 
ration received 90,000 tons and the Bethlehem 
Steel Corporation and the Lackawanna Steel 
Company 110,000 tons. . 

The division on this basis was decided upon 
because a large part of the order is needed 
by Eastern roads and production by the Beth- 
lehem and Lackawanna companies would 
reduce the cost by making the haulage 
shorter. 


U. S. Smelting May Raise Dividend 

Earnings of the company are said to be run- 
ning well up to expectations, and it is re- 
ported directors will increase the common 
dividend at their next quarterly meeting: the 
end of this month. 


Woolworth’s Hosiery Contract 
Company has placed a contract with the 
Durham Hosiery Mills, Durham, N. C., for a 
large quantity of men’s and women’s cotton 
hosiery. Initial orders are for 96,000 dozen, 

to be delivered in Oct., Nov., and Dec. 


PUBLIC UTILITY NOTES 


Cincinnati Traction Fares Raised 

Beginning Oct. 1 street car fares of the 
company will be advanced to 7 cents. 

According to W. C. Culkins, Director of 
Street Railroads, an audit of the company’s 
books by the city accountants discloses that 
for July and August there has been a deficit 
of $113,205. Under the existing franchise 
when the operating expenses exceed the in- 
come in any quarter the company may in- 
crease its fares one-half cent at the begin- 
ning of the next three months’ period. 

According to Mr. Culkins, if the number 
of car riders is not reduced the quarter end- 
ing Dec. 31, 1919, the company ought to 
show a surplus instead of a deficit, and it 
might be possible to reduce the rate of fare 
at least one-half a-cent. 








Indianapolis Street Ry.—No Dividends 


The P. S. Commission has opposed the 
request of the company to begin payment 
of dividends. The commission maintains 
that provisions pertaining to improvements 
and extensions in the franchise, which went 
into effect when the merger of lines was ef- 
fected, should first be complied with. 

The company said a sufficient amount 
was available for dividends but if they were 
paid the company would have to borrow 
for improvements. Commissioner Haynes 
said the commission desired the company 
to be able to pay dividends. 

Under the new franchise the dividend is 
not guaranteed. 


I. R. T. Wants 10-Cent Fare 
Testifying before Deputy P. S. Com- 
missioners in a hearing on complaints that 
the service was inadequate, Vice-President 
Hedley said the company was not. seeking 
more traffic, as. every additional passenger 
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meant additional loss. Asked what the 
remedy was, “More money for the com- 
—, Mr. Hedley replied. “A ten-cent 
are.” 


Milwaukee El. Ry. Tries Weekly Pass Plan 

The $3,600,000 5-year 7 per cent. notes, 
dated Nov. 1, 1918, had been disposed of 
through a direct offering by the company 
itself to local investors. 

Beginning Aug. 18, the company inaugu- 
rated a new experiment by issuing a weekly 
pass costing $1 and good for all rides in 
the cars that week. This pass eliminates 
the necessity for transfers also. 


New Eng. Tel. & Tel. Raises Wages 

Company has announced an adjustment 
of wage schedules which awards increases 
from $1 to $3 a week for men and from $1 
to $2 a week for women. 


N. Y. Rys. Co. Ends Staten Is. Transfers 

Passengers going from Staten Island to 
New York can get transfers, but these 
transfers are not being accepted on the 
street cars operated by the company. On 
the other hand passengers from Manhattan 
to Staten Island can get from the street 
cars transfers which the ferry will accept. 

Receiver Hedges of the company, ex- 
plained that the contract between the city 
and the street car company had been termi- 
nated on Sept. 15 in accordance with the 
provisions of that contract. 


Pac. Gas & Elec. Stockholders 
On Aug. 15 there were 8,490 shareholders 
on the books of the company, over double 
five years ago. This compares with 8,141 
as of Dec. 31, 1917. 


People’s Gas Builds Biggest Tank 
he largest steel gas holder tank in the 
world is now under process of construction 
for the company. The diameter of the tank 
is 274 feet; depth is 38 feet. Storage ca- 
pacity will be 10,000,000 cubic feet. 


—_ ee R. T. Earnings 
arnings—July gross, 1919, $2,872,717; 
1918, $2,672,710. Net after taxes, $887,611; 
$1,031,294. Net operating income, $71,469; 
$231.428. Seven months gross, $20,047,683; 
he gual Net after taxes, $6,307,387; $6,- 
126. et operating i : 071; 
sorb son p ing income, $948,07 


United Rys. of St. Louis Fare Raised 

According to dispatches from St. Louis, 
the P. S. Commission of Missouri has 
granted an increase in fares to the company. 
to 8 cents; the advance is to continue for 
six months. 





OIL NOTES 


Allied Oil Earnings 
_ Pres. Levy, of the company, has an- 
nounced the net earnings from oil produced 
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by the company on basis of present produc 
tion are at the rate of over $4,000,000 per an- 
num. 


Anglo-America’s Tank Fleet 

Company, controlled by Standard Oil and 
the largest marketer of oil in Great Britain, 
is benefiting from conditions arising from 
the shortage of tank steamers. The com- 
pany’s biggest asset is its great fleet of 
30 vessels with a capacity of 1,500,000 bar- 
rels of oil. 


Atlantic Gulf Oil Production 

Company is drilling a fourth well on its 
property in the Tampico field. After this 
well is brought in and capped, a fifth will 
be drilled. 

The three wells already brought in and 
capped have an estimated potential produc- 
tion of 200,000 barrels daily. The rainy sea- 
son now prevails in the Tampico district, 
a this is hindering the laying of pipe 
ines. 


Cities Service Drilling 

Through the drilling in of Wallace No. 1 
three miles south and three miles west of 
Caddo in Eastland County, Texas, Empire 
Gas & Fuel Company, the principal oil pro- 
ducing subsidiary of Cities Service Com- 
pany, materially extended the limits of the 
Caddo field. Wallace No. 1 drilled into the 
1,800-foot sand on Aug. 31, the sand being 
barely tapped when a tremendous flow of 
oil came from the well. A drill bit was be- 
ing heated in the near by forge, and the 
well caught fire, burning the derrick. The 
tools and the drilling cable fell into the 
well, but even with these obstructions the 
well is flowing in excess of 500 barrels a 
day through the 10-inch casing. 

To improve its market facilities for dis- 
posing of fuel oil, the company is negotiat- 
ing for the purchase of several large tank 
steamers. 

Henry L. Doherty & Company announce 
that the seventh monthly distribution on 
Cities Service Company Bankers Shares 
payable Oct. 1, to Bankers Shares of record 
Sept. 15, will be 51 cents a Bankers Share. 
This compares with the sixth distribution 
made Sept. 1 of 49.1 cents a Bankers Share. 


Elk Basin Pet. Buying Armstrong Lands 

C. H. Pforzheimer and Wilson, Cranmer 
& Co., of Denver, have purchased a half in- 
terest in the 35 per cent. working interest 
which W. H. Armstrong held in 800 acres 
of proven ground and 1,200 acres of other 
land in the Rock Creek oil field of Wyo- 
ming for $1,000,000. The purchasers acted 
as brokers, the real buyer being the Elk 
Basin Petroleum Co. Negotiations are un- 
derstood to be under way for the purchase 
of the remainder of the Armstrong hold- 
ings, the Elk Basin Co. holding an option. 
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Globe Oil Merger Announced 

At a recent joint meeting of directors of 
the company, and the Texlahoma Oil a. 
it was decided to consolidate the two com- 
panies. The consolidated company will 
have assets of $10,000,000 against which 
there will be issued $6,300,000 of stock. The 
consolidation will be effected by the ex- 
change of Globe stock for Texlahoma pre- 
ferred and common. Details as to terms 
are expected to be announced shortly. 


Invincible Oil’s New Well 

Company, through its subsidiary, Louisi- 
ana Oil, has brought in a well in Claiborne 
county, which is flowing 10,000 barrels a 
day. This is adjacent to territory where 
Standard Oil of Louisiana recently brought 
in a 25,000-barrel well. The Invincible Oil 
strike occurred in the shallow sands, at a 
depth of only 1,200 feet. 

Application will shortly be made to list 
Invincible Oil shares on the New York Ex- 
change. 


Marland Ref. Construction 

Company has under construction ten 65,- 
000-barrel, two 55,000-barrel, and three 10,- 
000-barrel oil tanks at Ponca City, Okla. 
In addition, the company has several 10,- 
000-barrel tanks which have been in use for 
some time. The total storage capacity of 
the tanks when completed will amount to 








nearly 1,000,000 barrels. 
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North Am. New Refining Process 

Negotiations are in progress for the ac- 
quisition by the company of a new patented 
process for treating the petroleum residuum. 

This process has been in operation for 
over a year and it is claimed to be superior 
to the process used by some of the Stand- 
ard Oil companies. This residuum, known 
as gas oil, is now selling at 2% cents per 
gallon, and it is also claimed the new pro- 
cess will recover additional gasoline equal 
to 50 per cent. of the volume of the gas oil 
treated. 





Prod. & Ref. New Pipe Line 

- Corporation’s new pipe line from Burk- 
burnett field to Lawton, Okla., is completed 
and will be carrying oil in a few days. It 
will relieve the congestion in Burkburnett 
and largely increase the company’s earn- 
ings. 

Chenpenn's two wells on its McIntosh 
lease in the Beggs Field in Okmulgee 
County, Oklahoma, are now producing 2,- 
700 barrels of oil a day. 





Republic Oil Development 

James A. Jones, Jr., president, states that 
the development of the company’s proper- 
ties has been progressing very satisfac- 
torily. Two gushers have been brought 
in since the last dividend was declared. 
Well No. 7 is down 1,050 feet; well No. 8, 
down 500 feet; well No. 9, down 1,525 feet. 
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These three wells are on Block No. 97, in 
the Burk-Waggoner Extension. Well No. 
10, which is to be drilled on lease adjoin- 
ing gusher lease in the Lanier Tract, is now 


setting up. 





Simms Pet. Operations 

Company is drilling at a depth of 1,400 
ft. on its 80-acre lease adjoining the quar- 
ter section on which is located the Stand- 
ard Oil’s big well in the Homer, La., field, 
and it is expected the Simms well will be 
brought in in three weeks. This well is 
= 1,300 feet distant from the Standard’s 
well. 

An indication of the advance in values 
in this new oil field is afforded by the sale 
for $500,000 cash of a one-half interest in 
40 acres south of the quarter section im- 
mediately west of the Standard’s Oakes 
well. This establishes a price of $25,000 an 
acre for property in this locality, and in- 
dicates a value of $2,000,000 on the Simms 
Petroleum Company’s 80 acres in this field. 





Sinclair Consolidated Earnings 

Oil experts estimate that the new com- 
pany should show profits from its Mexican 
holdings of $5 a share annually on the out- 
standing capital. These holdings belong to 
Sinclair Gulf and consist of 250 square 
miles, mostly undeveloped. 

It would appear reasonable that this 
terminal can handle 100,000 bbls. daily, the 
estimated capacity of Sinclair’s Mexican 
wells. With an improvement in shipping 
conditions, it should be possible for Sinclair 
to obtain tonnage to handle this oil. 


Sinclair Gulf Brings in Gasser 

The showing made in the McGlothlin well 
of the company, 3 miles southeast of Ran- 
ger, gives promise of being an entirely new 
pool, according to Texas advices. The well 
made about 300 barrels for several days, 
and then stopped. Later on, it again showed 
a good production but the hole caved in. 
It is believed the well will register a good 
steady production, when thoroughly 
cleaned. 

Another Sinclair well, 14 miles northwest 
of Mineral Wells, is making 3,000,000 ft. of gas, 
and spraying about 15 barrels of oil. The 
well is 4,134 ft. deep, being the first deep 
test in Palo Pinto County to give such en- 
couraging indications of production. 

Sinclair’s No. 3 well, in the new Elbing- 
Peabody pool, Kansas, is pumping 800 bar- 
pe daily, and the No. 1 well 400 barrels 

aily. ' 





Sapulpa Refining Extends Operations 

Sapulpa Refining Company has completed 
a well with a daily production of 200 bar- 
rels of oil in the shallow sand in the Beggs, 
Oklahoma Field. This sand is at a depth 
of about 2,100 feet. The deeper sand in 
this field is around 2,700 feet, to which the 
Sapulpa Refining Company has additional 















































wells drilling. The deeper sand produces 
wells of several thousand barrels a day each. 

Recent development of the Beggs Field 
is especially important as it shows what 
can be accomplished by deeper drilling in 
Oklahoma, and it indicates that the other 
fields in that state will be re-drilled. The 
Beggs field is located about twenty miles 
from Sapulpa, Oklahoma, where the Sa- 
pulpa Refining Company’s plant is located. 
A pipe line is now being built by Sapulpa 
Refining Company from Sapulpa to Beggs, 
ten miles of which already have been com- 
pleted. 

Additions and extensions to the com- 
pany’s plant at Sapulpa, Okla., have largely 
increased the earning power of the com- 
pany. A new wax and lubricating plant is 
nearing completion, and new stills have been 
installed. 


S. O. of Louisiana’s New Well 

Company has recently brought in a well 
having a flow variously estimated at from 
10,000 to 27,000 barrels daily, in the Homer 
field, Claiborne county. 

Claiborne county is in the northwestern 
part of Louisiana, 50 miles east of Shreve- 
port, on the Arkansas border, and the new 
discovery is light oil at a depth of 2,000 feet. 








S. O. of New Jersey Construction 

Company plans to expend $700,000 for build- 
ing a pier with accompanying improvements 
and equipment on Norfolk harbor, Virginia, 
opposite its present supply station at Sewalls 
Point. 

The pier will be of re-enforced concrete 
construction, 500 feet long by 50 feet wide. 

The completion of this pier with its im- 
provements will enable the company to ac- 
commodate four vessels at one time and carry 
oil direct by pipe into tank ships or tanks 
in ships, whereas now it pipes oil 5,000 feet 
from the shore. 


Texas Co. Strikes Pay Sand Deep 
With the bringing in by the company of an 
oil well in Young county, Texas, at 4,647 feet, 
what is believed to be the deepest pay sand 
in the world, so far discovered, has been 
struck. While the well is only at the top of 

the sand, it looks like a good producer. 








Tex. Pac. Ore Brings in Big Gasser 

Company’s well on section 84 of the Stuart 
ranch, has brought in a big gasser at a depth 
of 1,626 feet. 

Many who have visited the well during the 
last few hours estimate the gas at over 50,- 
000,000 feet. 

This well is five and a half miles west of 
north from Strawn and on a direct line of 
the Caddo development toward Strawn. Vet- 
eran oil men state that this is an excellent 
indication of deep oil and in paying quantities. 

Strawn already has one of the best paying 
shallow oil fields in the State and some sen- 
sational developments are expected from the 
deep sands in the near future. 
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Transcontinental Buying Acreage 

Company has acquired an additional 100,000 
acres of oil lands in Colombia, bringing its 
total holdings in that country to a million 
acres. Originally it was not intended to start 
work there until July, 1920, but the good 
showing on the new property has decided the 
management to push forward the date to this 
fall. Satisfactory progress on the properties 
in this country is being made. 

In addition to new lands acquired in Co- 
lombia, the company is also buying more prop- 
erty in the Louisiana and Kansas oil fields. 
The property surrounding the new leases in 
these two domestic fields is already producing 
and one well is said to have been drilled on 
the Kansas land which gives promise of being 
a 1,000-barrel well. 





White Eagle Operations 
Company reports pipe line runs of 139,- 
000 barrels for August, compared with 137,- 
000 barrels for July and 118,000 barrels for 
June. The company is now laying a four- 
inch pipe line to control the Peabody field. 
The line should be completed in 90 days. 


MINING NOTES 








Calumet & Hecla Output Comparison 

August, 1919, copper outputs of the com- 
pany and subsidiaries in pounds, with compari- 
sons, show: Ahmeek, August, 1,245,300. 
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958,500; Allouez, 245,800, 150,100; 
. Hecla, 4,136,818, 3,292,821; Centen- 
ial, 70,500, 76,000; Isle Royale, 1,059,583, 

935,150; La Salle, 13,477; Osceola, 817,600, 

652,000; Superior, 11,000, 35,025; White Pine, 

95,444; total, 7,586,601, 6,208,517. 


Chile Copper Production Gains 

July production of the company is the 
largest for any month since Dec., 1918, and the 
gain in the case of Chile is the largest re- 
corded of any company. 

Officials of the company express the belief 
a large export trade will develop before the 
end of the year. 


Chino’s August Output 
Company in August, 1919, produced 3,321,- 
857 Ibs. copper, against 3,624,354 Ibs. in July. 


Cresson Cons. Gold Net 
Company monthly report shows $36,000 net 
fo- August, 1919. 


Davis-Daly’s New Manager 
J. L. Bruce, general manager of the Butte 
& Superior Mining Co., has resigned to be- 
come general manager of the Davis-Daly 
Copper Co. 


Dome Mines at Record Output 
According to reliable information 900 tons 
of ore is being treated daily at the Dome 
Mines. Mill heads are stated to have recently 


shown an average of $9.80 a ton. Allowing 
for the usual small loss in recovery, output 
has recently averaged at the rate of $250,000 
per month. 

Thus, although present tonnage is not equal 
to that of 1916-17, the higher grade ore being 
treated makes the current rate of output the 
highest in the company’s history. 


Greene-Cananea Production 
Company produced 4,200,000 Ibs. of copper 
in Aug., 1919, also 179,470 ozs. of silver and 
880 ozs. of gold, against 3,200,000 lbs. copper, 
143,560 ozs. silver and 700 ozs. gold in July. 


Ohio Copper Co. of Utah Deficit 
Annual report of the company for the yeaa 
ended Dec. 31, 1918, shows deficit after taxes 
and all charges of $250,794, compared with 
surplus of $137,870 in 1917. 


Pittsburg Coal of N. J. to Wind Up Affairs 

Seven directors of the New Jersey Corpo- 
ration, have been continued as trustees of the 
concern to wind up its affairs under an 
order filed in the Court of Chancery. The 
operating company, under Penna. charter, will 
continue as before. 


Pond Creek Coal’s Oil Prospects 

Strength in the stock is based on the pos- 
sibility of the company’s acreage containing 
oil. An oil well has been brought in at a 
place 24% miles from the Pond Creek boundary 
line on the Kentucky side of Tug River. 

This oil well is down 2,300 feet, and in the 
Berea sand. Owners estimate the oil is of 
100 bbls. daily capacity. Experts declare a 
well in this sand produces for a long period 
and a 100 barrel well would be worth for 
immediate sale $150,000. Oil rights are being 
taken up through the surrounding country. 

Other wells will be immediately starfed in 
the neighborhood, the effect of which will be 
to prospect the Pond Creek land. The com- 
pany owns the coal, gas, oil and other mineral 
rights of 5,000 acres. 


Shattuck Arizona Output 
Company’s August, 1919, production totalled 
386,027 Ibs. copper; 708,526 Ibs. lead; 33,383 
ozs. silver and 51.69 ozs. of gold. 


Tonopah Belmont Development Net 

Company’s net earnings for Aug., 1919, were 
$21,538, against $36,554 in July and $50,811 in 
August, 1918. 


United Verde Operations 
_ Company produced 3,275,452 Ibs. of copper 
in Aug. 1919, a decline of 300,000 pounds 
from July. Reduction in output was due to 
the fact that the company lost a few days’ 
production. 

With operations now down to a steady basis 
United Verde should pick up its lost tonnage 
in the current month. 

In July and August the company was able 
through payments received from copper sales 
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to add materially to its working capital ac- 
count. 

The company entered’ the second half of 
1919 with 17,500,000 Ibs. of copper on hand, 
the greater part of which was unsold. It is 
understood since July 1 the company has dis- 
posed cf considerable of this. 


Utab. Production for August 

Company in Aug., 1919, produced 8,640,000 

Ibs. copper, against 8,495,863 Ibs. in July. 
Vanad'um Co. Plans 

Proceeds from the sale o* a large percentage 
of the 270,000 issued shares of the company 
will go into working capital and be used for 
the acquisition of other allxy companies. It 
is the object of the managenient to develop 
alloy steels on a scale never before attempted. 

Mr. Schwab and associates acquired the 
company’s mines and plants for $4,000, 
netting the Flannery group $600 per share 


UNLISTED NOTES 








American Chicle Earnings 
The American Chicle Company for the 
first six months of 1919 should show net earn- 
ings after taxes equivalent to earnings for 
the entire year of 1918, indicating that 1919 
will show $25 to $30 earned on the common 
stock after deducting all charges, according 
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to a circular on this company just issued by A. 
Hicks Lawrence. 


Am. Safety Razor Merger 

Company has been formed by the consoli- 
dation of the three big dollar safety razor 
manufacturers, including the Gem, the Ever- 
Ready and the Star. The new company is 
capitalized at $20,000,000 divided into 800,000 
shares, par $25. 

The earnings of the three companies in- 
cluded for 1919 are estimated to exceed 6 
per cent. on the $20,000,000 capitalization. 
These are expected to be increased as a re- 
sult of greater efficiency and less production 
cost to be obtained by the consolidation. 


Austin & Nichols Merger Completed 

The final steps in the merging of the groc- 
ery packing business of Wilson & Co., of 
Chicago, and the wholesale grocery house of 
Austin, Nichols & Co., of New York, have 
been completed and the new corporation own- 
ing the joint properties is now in charge. 

The new corporation, organized in Virginia, 
—is to be known as Austin, Nicholls & Co. 
It is capitalized at $30,000,000, of which $15,- 
000,000 is preferred and the balance 150,000 
shares of common stock of no par. The stock 
has been taken wholly by the holders of the 
old corporations and the properties of both 
were taken over for cash, 


Chevrolet Stock Exchanged 
Company announces that 215,932 shares of 
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its stock have been exchanged, and 246,774 
shares of General Motors Corp. common stock 
distributed therefor. 


Coca-Cola Acquisition 

Announcement has -been made that the 
company has acquired the H. P. Pratt Labora- 
tory, the largest manufacturer of carbonic 
gas, epsom salts and other chemicals in the 
South. The Pratt Company has been organ- 
ized 15 years, and operations for the last three 
years have averaged almost $100,000 a year. 


Collier & Son Pfd. Offered 
Peabody, Houghteling & Co., Chicago, are 
offering at 95 with a bonus of 10 per cent. in 
common stock $2,000,000 7 per cent. cumula- 
tive pref. stock of P. F. Collier & Son Co., 
publishers of Collier's Weekly. 


Continental Sugar Calls in Bonds 
All of the company’s outstanding first mort- 
gage 6 per cent. bonds dated April 1, 1912, 
have been called for payment Oct. 1, at 102 
and interest at the Guaranty Trust Co., New 
York. 


Cunard’s New Services 
Company has completed arrangements to 
open a freight service between Phila. and 
Liverpool, in addition to its Phila.-London 
and Phila.-Avonmouth and Bristol services. 
Inauguration of a steamship service between 


Boston and Australian ports, and Boston ana 
Piraeus, Greece, is announced by the com- 
pany. 

Company is preparing for the construction 
of 500,000 tons of new shipping to compete 
with the U. S. 

The new ships will average 20,000 tons in 
size and be equipped with fuel oil engines in- 
stead of coal burners. 


Fairbanks New Additions 
Company will expend $100,000 to increase 
its facilities for the manufacture of trucks 
and similar products at Rome, Ga. About 60 
men will be employed. 


Ford to Build Tractor Plant 
Preliminary work on the construction of 
the tractor plant to be erected at Green Island 
by Henry Ford will begin next month. 
Henry Ford informs Secretary Baker he is 
anxious to secure water power rights in 
Hudson River at Albany Dam for his plant 
near there as soon as Congress passes Water 
Power bill. 


General Asphalt’s Prospects 

All lines of the company’s business are 
booming, and it should have the best year in 
its history. 

The company is able to secure sufficient 
cargo space to ship all the asphalt needed to 
care for current needs. Restrictions placed 
on asphalt shipments have been removed. 

Sales of asphalt are in satisfactory volume 
with prospects of the largest business in the 
company’s history by the great road building 
campaign now in progress through the 
country. 

Development of the oil properties in Trini- 
dad, at a standstill in the war, is again in 
progress. Trinidad oil shipments lately have 
been larger and stocks have been materially 
reduced. 

The influences restricting development in 
the Venezuela fields have been largely re- 
moved and development work in that field has 
started again. 


Grant Motor Raises Dividend 
Pres. D. A. Shaw has announced an in- 
crease in common dividends effective Oct. 1, 
to 6 per cent. annually, payable % per cent. 
monthly. 


Gray & Davis Expansion 
Company is employing over 2,200 hands 
whereas its maximum force in 1914 and 1915 
was 1,600 and the average only 1,100. 


Loft, Inc., to Be Reorganized 
The Stock Exchange firm of Miiler & Co., 
has, contracted to purchase the business con- 
ducted by Loft, Inc., and to form a new 
corporation with a similar name in Delaware 
with a capital of 650,000 shares no par value, 
of which the firm will acquire 350,000 shares. 


Marconi Seeking Compensation 
Stockholders of the company were informed 
by Chairman Isaacs at a recent meeting that 
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the company was seeking to collect adequate 
payment from the Postmaster-General for 
“the 80,000,000 words which we intercepted 
and reported day and night since the outbreak 
of war to as many as 40 different addresses 
directed by the Government. This work was 
done under the most difficult circumstances.” 


Maxim Bankruptcy Schedules Filed 

The bankruptcy schedules of the company 
have been filed in the office of the U. S. Dis- 
trict Court. They show assets of $15,524 and 
liabilities of $1,396,012 of which $573,707 are 
reported secured. One of the more important 
creditors is the Danish Government for 
$145,854. 


Morse Dry Dock’s Workers on Strike 

Eight thousand men, comprising workers at 
the Morse Dry Dock & Repair Co., James 
Shewan & Sons, and Tebo Yacht Basin of the 
Todd Shipyards Corp., who quit work Sept. 
13, demanding a 44-hour week, have been 
locked out. The companies say the men auto- 
matically discharged themselves. 


National Motor Bus Asks N. Y. Rights 

Corporation, which operates in Chicago, 
wrote Mayor Hylan offering to operate lines 
in New York City. 


Paige-Detroit Motor to Call in Pfd. 

Company will redeem all outstanding pre- 
ferred stock on Oct. 1 at $10.50 per share and 
dividends. All pref. holders must present 
their certificates for redemption on this date. 


Peerless Truck Control Changes 

Cleveland interests in recent months have 
purchased a large block of stock of the cor- 
poration in the open market, thereby trans- 
ferring control of the property from New 
York. As a result there have been changes 
in the board of directors, and offices of the 
corporation have been moved to Cleveland, 
where the only subsidiary is operated 

As of June 25 there was outstanding $2.760,- 
450 of a $5,000,000 note issue; there was in 
the treasury $693,350 and the balance had been 
retired. 


Penn. Tank Car Gets Big Orders 
Company has received an order for 156 tank 
cars, 100 for the Livingston Refining Co., 25 
each for the Bolene Refining Co. and the 
Commercial Car Line and 6 for the Wilhoit 
Refining Co. The orders total $500,000. The 
company has sufficient orders on the books 

to keep the plant ruun'ng many months. 


Pittsburg Plate Glass Construction 

Company is to spend $490,000 on a ware- 
house at Omaha and $300,000 ir plant im- 
provements at Ford City and Kokomo. 


Republic Rubber Sales 
Net sales >f the company for the current 
year are exp:cted to equal the gross sales of 
1°°2 of £16009,000. Net sales for August 
were at the annua: rate of $22,000,000. 
This is e¢-~ecialiy gratifying, as sales ot 
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mechanical goods tue first half of 1919 were 
71 per cent. less than in 1918, and in 1918 de- 


mand was below normal. 


Rockaway Rolling Mills Bookings 

The mills are sold to night and day ca- 
pacity for as far in advance as it is con- 
sidered advisable to take orders on a ris- 
ing market, and are therefore refusing or- 
ders for further tonnage for early delivery. 

The earnings for the past four years be- 
fore Federal Taxes were over $775,000. On 
account of the company’s location and low 
manufacturing cost it has shown very satis- 
factory profits even in periods of business 
depression. 

The net tangible assets as of June 30, 
1919, acquired by the Corporation, exclusive 
of all goodwill, were over $500,000; the quick 
assets equalling about $200,000. There are 
no liabilities ahead of the outstanding 60,- 
000 shares of no par common stock ex- 
cept current accounts not due arising from 
day to day from the purchase of material 
and supplies. The Corporation has ample 
working capital for capacity operation and 
has no preferred stock, bonds or other liens 
or encumbrances. 

Savage Arm’s New Product 

At the company’s plant at Sharon, Pa., 
there shortly will he produced a new axle 
for motor trucks. This, it is believed will 
revolutionize the equipment. Models of the 
new axle are ready for distribution and a 
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large volume of business is expected. 

It is expected the strike at the company’s 
Sharon plant, which tied up operations since 
July will be settled shortly. 

The strike at the Sharon plant has af- 
fected earnings in the past two months and 
it can hardly be hoped third quarter profits 
will be satisfactory. 

It is reported the directors at their Oc- 
tober meeting will declare a substantial ex- 
tra dividend. 


Submarine Boat Operations 
Corporation launched at its Newark Bay 
yard the 73rd fabricated cargo ship of the 
150 it is building for the Shipping Board. 


Two more hulls will be launched this week, 
and the entire contract should be completed 
by June; 1920 

In actually delivering to the Shipping 
Board 60 ships the past 12 months, the cor- 
poration has hung up a record it is believed 
has never been exceeded here or abroad. 

Shipping Board announces the corpora- 
tion has been approached by an Italian 
shipping company regarding purchase of a 
fabricated ship of 5,350 tonnage with preba- 
bility of orders for four more. 


Towar Cotton Mills Dividend 
The Directors of the Towar Cotton Mills, 
Incorporated, have declared the fifth con- 
secutive regular 3% per cent. semi-annual 
dividend on the preferred stock, payable 
Oct. 1, 1919, to stockholders of record Sept. 
23, 1919. 


Union Bag & Paper Earnings 

Earnings for the second quarter will show 
marked improvement due to the heavy buy- 
ing of wrapping paper and paper bags 
which set in in May. 

Earnings for the first half of 1919 will be 
below those of 1918, but owing to the large 
business the company is now handling it 
is estimated profits for the full year will be 
at least equal to those reported for 1918 
when $14.32 per share was earned. 


Union Carbide & Carbon Purchase 

Company, a _ $50,000,000 corporation, has 
bought from F. Johnson and C. K. G. Bil- 
lings, the 2l-story office building at Madison 
avenue and 42nd street, in which the cor- 
poration now occupies several floors. 

One report named the consideration at 
$7,000,000, but the actual figure was prob- 
ably much lower, as the city assesses the 
realty at $3,800,000, $2,250,000 representing 
the value of the land. 


United Drug to Build New Plant 
The Westlake Construction Company has 
been granted a permit for the construction 
of the new plant of the company to cost 
$2,000,000. 


There will be seven structures in all. 
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